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Foreword 



To sirengthen the financial management of our colleges and univer- 
sittes* wc must do more than merely shepherd resources; We must 
utiHTte these resources to implement educational values and meet 
institutional goals. This considerable task falls most often on the 
shoulders of chief business officers. A certain degree of schizophrenia 
is vinually a prerequisite for their job. Business officers must be 
comfortable with both mortarboards and pin-striped suits, with issues 
of educational quality and the demands of bottom-line management. 
Yet this ability to straddle two worlds effectively is also, perhaps, their 
chief asset. On a daily basis they must n^otiate between the worlds of 
learning and finance; they must keep the long-range mission and 
goals of thdr institution in mind even as they work to secure the 
financial underpinnings that permit its continued existence. 

Stereo types have long distorted the role of business officers 
and the considerable talents that many bring to their jobs. Carica- 
tures of unfeeling bureaucrats crunching numbers arc just as out of 
date as those of starry-e^'cd academics having litde understanding of 
institutional reality. Interestingly enough, these misperceptions can 
be traced, in pan, to a period of rapid growth and prosjtbrity in higher 
education. When the fiscal pie grew larger and sw^ter with every pas- 
sing year, business officers were all too often regarded as func- 
tionaries who served up increasingly generous portions. Questions of 
values and educational effeaiveness were left to admini.urators, 
tmsiees, and academics who felt little need to look closely at the books 
or at the changing world amutid them. As this period of gmwth turned 
to one of retrenchment and decline, business officers encountered the 
mirror image of this caricature; they were seen as callous adminis- 
traiors who threw out the pie knife only to replace it with fiscal 
hatchet. 

Fortunately, these misperceptions are being corrected. There 
is now growing recognition that we catmot seek simple solutions to 
complex lK>ttom-line problems, nor can we see these problems in 
isolation from educational values and institutional goals. This latest 
volume in the Seu^ Direcimis for Communily Colkges series comes, then^ at 
an opportune time. The contributions in this book encourage us to 
rcYonsider and articulate the imponant role of business officers in 
strengthening financial nianagcfiient and thereby securing educa- 
tional excellence. 



Qiinv appropriately, this volunie casts a wide net; in today*s 
t^tiiuaiioiial and l>u?iiuc*?is world, the responsibilities of college 
business officers now extend to new and different domains. 
Ne\enhe!ess, some common lessons emerge. Scrupulous manage- 
ment of resources and knowledgeable budgeting, accounting, and 
personnel management are absolutely necessary, but they are not in 
thentselves sufficient. Business ofiicers n)ust aim not only for 
efficiency but also for efieaiveness; they must not only ensure that the 
institution is doing things right but also that it is doing the right thin^^s. 
This requires that they establish and maintain a strong and clear sense 
of organizational identity— and that they make major decisions on the 
basis of that identity. Budgeting, programmatic, and enrollment 
|x>licies must all reflecn an institution's mission and goal*. This does 
not suggest thai administrators lose touch with the environment but 
rat her t hat they aggressively seize the opportunities it offers to support 
creative and effective educational programs. 

To carrv out this imponant charge, business officers must ^ 
Inc ome full partners and team members in all policy decisions 
affecting ifistitutional and educational effectiveness. Surely none of us 
can afford to Ici fisc al responsibilities narrow eciucational vision nor 
allow the tyranny of the bottom line to compromise imagination, 

Ben Lawrence 
C. A. Roberson 



Brti Laurctiic m prestdent of the National Center for Higher 
tjluuitum Managanrnt Systems m Boulder, Colorado, 

C A. Roherson is founding president of the Sational Conned of 
('jnnmtinif\ (.'ollege Bu^ine%H Officials and is exfrntii e vice- 
ihamellor af Tarrant Count\ Junior College Dnlru t in Fmt Worth, 
Tf \a V. ^ 
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Editor's Notes 



The financial constraints of this era continue to influence 
community college leaders to seek new ways to do more with less 
and to find new sources of revenue. Adaptive strategies are being 
sought thai ^re not only changing the organisational struaure of 
community colleges but also the roles and styles of the leadership 
of these institutions. The chief business officer^s or CBOs role has 
l>eco?ru- increasingly important as tmstees look to their managerial 
ability to meet the "bottotn line** of any necessaiy budget cuts 
(Campbell, 1984). 

Ft^' fiscal officers aaually relish, during these periods of 
decline, their reputation as Mr. or Ms. No» even though budget 
control is inherent in their roles. For instance, Calver (I984)» 
reporting on his nationwide study of community college CBOs, 
found thai the current function these officers identify as most 
important anci that they personally perform (rather than delegate) 
is the acitninistration of the budget. Until recently, Kaludis (1984) 
reports, rhe CBO's role has always been focused on functions 
where management and control were the exclusive domain (by 
default) of the business officer. 

In today*s complex world of Institutional management, 
"leadership** has become the battle cry, and the underlying 
assumption is that, through strategic management and vision, 
colleges can create alternatives and attain their preferred futures. 
Pcxk (1984) states that this shift in chief executive style is neces- 
sitating an accompanying shift in the role of the CBO to become 
part of the entrepreneurial team. Recent research by Chaffee 
(1984} on successful turnaround management strategies of 
declining colleges tends to suppon Peck*s view. She iouvid thtt 
successful schools were led by people who sought to constma 
reality in accordance with their perceptions of what the organiza- 
tion ought CO be, that there was a shared perception of what the 
college was about, and that it was capable of making good on its 
promises. 

Beti Lawrence, spt^aking to the inaugural conference of the 
National Coimcil of Community College Business Officials, urged 
business officers to look beyond the bottom line. Lawrence {19S4) 
stated that **husiness officers should regard it as a primary task to 
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The financial constraints of this era continue to influence 
comnmniry college leaders to seek new ways to do more with less 
and to find new sources of revenue. Adaptive strategies are being 
sought thai are not only changing the oi^ani/ational struaure of 
conimunity colleges but aiso the roles and styles of the leadership 
of these institutions. The chief business ofFicer's or CBOs role has 
becotne increasingly important as trustees look to their managerial 
ability to meet the ''bottom line*' of aiiy necessary budget cuts 
(Campbell, 19S4}. 

Few fiscal officers aaually relish, during these periods of 
dec line, their reputation as Mr. or Ms. No, even though budget 
control is inherent in their roles. For instance, Calver (1984)^ 
reporting on his nationwide study of community college CBOs, 
foutui that the current function these officers identify as most 
important and that they personally perfomi (rather than delegate) 
is the administration of the budget. Until recently, Kaludis (1984) 
reports, the CBO's role has always been focused on funaions 
where management and control were the exclusive domain (by 
default} of the business officer. 

In today's complex world of Institutional management, 
*^ieadership'' has become the batde cry, and the underlying 
assun^ption is that, through strategic management atid visioti, 
colleges can creaie alternatives and attain their preferred futures. 
Peck (1984) states that this shift in chief executive style is neces- 
sitating an accompanying shift in the role of the CBO to become 
part of the entrepreneurial team. Recent research by Chaffee 
(1984) on successful turnaround management strategies of 
declining colleges tends to support Peck*s view. She found thtt 
successful schools were led by people who sought to construa 
reality in accordance with their perceptions of what the organiza- 
tion ought to be, that there was a shared perception of what the 
college was about, and that it was capable of making good on its 
promises. 

Ben Lawrence, speaking to the inaugural conference of the 
National Council of Community College Business Officials, urged 
business officers to look beyond the bottom line, Lawrence (1984) 
stated that ^'business officers should regard it as a primary task to 



fitui the money to jiuppon creative programs. Efficient business 
management yields dollars* But cffetiive programs and effeaivc 
external communications are the best strategies for acquiring 
substantial new revenues— invest in them** (p» 23). 

Each chapter in this volume examines new strategies to 
strengthen financial management from the perspeaive of 
ccmtmunity college fmance and administrative support officers and 
the changing roles of their positions. The National Council of 
Comnmnity^College Business Officials, an affiliate of the American 
Associaiion of Community and Junior Colleges, and the National 
Center for Higher Education Management Systems have 
ccK)peraied in assembling authors with an operational perspeaive 
for ihis sourcebook. 

The first section focuses on selected role funaions that 
CBOs now pi^rfbmi or in which they share responsibility. In 
Chaper One. Byron McClenney and EPen Earle Chaffee ask 
whether or not the budget implements the important values of the 
institution. They propose a mc>del for the readers* consideration 
that has been successful in integrating academic planning and 
budgeting in both periods of institutional growth and decline. In 
Oiapter Two, Ann U ICaneklides reviews various cost-accounting 
models that can provide the basis for an effective management tool 
for decision tiiakers. In Chapter Three, Harold L Throop, Jr., 
reaffirms some basic principles in purchasing and maintenance to 
futilier enhance the cost-effectiveness of these programs. In 
Chapter Four, David R. Bauske proposes new sources of student 
financial aid as community colleges face reduaions in federal 
sources. 

The second seaion focuses on the shift in community 
college leadership toward working as an entrepreneurial team. In 
Chapter Five, John T. Blong and Adelbert J. Purga focus on the 
importance of institutional research and review environmental 
scanning methods for enhancing sound financial planning. In 
Chapter Six, Wayne J. Stumph examines the future of auxiliary 
enterprises and contracting as colleges increasingly view these 
services as potential new sources of revenue. In Chapter Seven, 
Bernard J. Luskin and Ida K. Warren provide a smorgasbord of 
new strategies that institutions can utilize in generating new 
financial resources. In Chapter Eight, Charles E. Taylor, Jr. and 
Dennis Greenway share the imponance of an institution posses- 
sing an effective investment policy to maximi/.e their returns once 
ihcy have raised those additional resources. 
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Does the budget implement the impottant institutional 
values? Effective college management depends on the 
answer to this question. 



Integrating Academic 
Planning and Budgeting 

Byron N. McClenney 
Ellen Earle Chaffee 



Leading an institution to reexamine its purposes and to set high 
standards is an act of will on the part of a leader. In faa, what may be 
missing in all the current talk about leadership, quality, and 
excellence is an essential ingredient for individual leaders and their 
organizations. The missing ingredient is the will to decide— the 
willingness to dream dreams and take risks for the benefit of the 
organization. Since the only constant in our society may be change^ it 
is imperative for leaders to be proactive rather than reactive, 
optimistic rather than pessimistic, and to seek to order or control 
events rather than to be simply a vicnm of events. Nothing less will 
suffice in an era of shrinking resources, intense scmtiny, and 
conflicting expectations. 

The Big Question: Does the Budget Implement the 
important Values? 

Institutional responses to today's challenges will have agreater 
impact if those responses demonstrate a clear sense of purpose or 



Otmnuinnv C<*H<tt«^- no ^ S*» Fcitwiico: jo«*cy-&4tti, June 1915. 
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direction. A look at how a colk-gc allocates its resources, for example, 
easily reveals whether the institution leads an "examined" life. The 
budget should reflect the institution's examination of the difference 
l>etween what is and what ought to be. In fact, the budget should 
reflect the values of the oi^anizaiion, and it should reveal choices 
about future directions for the institution. 

Defining or reafBrming the core values underlying college 
operations is a significant first step for an institution concertied with 
making the best use of its resources. If resources such as money, 
IH-ople, space, and time are allocated in a manner that reinforces the 
most important values, then the college strengthens its ability to cope 
with conflicting expectations or declining resources. Commonly, 
institutions find it useful to develop statements of philosophy and 
purpose or mission and to involve faculty and staff in discussions 
leading to a>nmton undcrsiaiidings. 

Claritv regarding the core values then provides a basis for 
developing a collective vision about what the institution should 
become as it re-spotids to needs in a particular service area. This collec- 
tive vision provides a strong link between planning and budgeting. In 
other words, if a department head understands the core values and 
shares the collective vision, then he or she is more likely to make 
decisions supporting the mission of the college. 

Stating and restating a vision of the institution's potential in the 
face of rapid change is, then, an essential function of college leaders. 
An interactive, collegewide process that involves diverse individuals in 
the definition of this vision ensures that the resulting goals are realistic 
and that those who will be responsible for carrying them out have 
been involved in formulating them {McClenncy, 1980). 

The Institution: Developing or Deteriorating? 

The goal orientation just described is a crucial ingredient if 
institutions are to remain healthy organ nations. This sense of what is 
important can drive an organization to be a developing institution 
e%'en in the face of shrinking enrollments, shrinking resources, or both 
(Milieu. 1977). In fact, the institution makes the choice as to whether 
decline means deterioration or not. 

Institutional leaders must decide that it is important to clarify 
and/or reaffirm organizational purposes and then be willing to take 
the risks inherent in holditig discussions about these purposes. 
Special-interest groups, for example, surface quickly when there is a 
perceived threat to the comfortable way of conducting business. 
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; Similarly* it may be dtflk uit io ciefine the conditions that should exist 

when an organization is at its best. Failure to set the directions, 
fiowever, is to decide to let the college drift and decay. Failure to set 
high standards is to decide to setde for something less than the best in 
seeking to fulfill the purposes of the organization. But, given clarity of 
purpose, leaders can seek the involvement of all v^ho are a pan of the 
enterprise in moving toward desirable outcomes IBean and Kuh, 
1984). Choosing an ei^cctive and efTicient process through which to 
plan and allocate resources is crucial. 

An institution must decide to plan and then must develop a 
systematic c hronologv^ that ensures that one phase of budgeting is 
cc>t!iplcted before its results are needed for another phase (Ami ijo and 
others, 1980; Kieft, Amiijo, ana Buckk^, 1978; Van Ausdle, 1980a 
and 1980b). In addition, when everyone knows the chronology of 
events, tiiev can participate more fully and appropriately. The 
approach ^;l'icctcd shouk? lake into account the following elements: 
L There should be a simple format and a definite schedule. 

2. 1 hc-rc* should be a way to look beyond the bounds of next 
year. 

3. The process should be simple atid call for brief periods of 
intense activity. 

4. The process should be directly linked to institutional 
decision making. 

5. Planning should be viewed as a prerequisite to the alloca- 
uon or reallocation of resources. 

b. Stress must be placed on an ongoing process of internal and 
cKternal assessment. 

The Task: Identification of Critical Issues 

Given the choices to affinn important values and to be a 
\ developing institution, a college must assess the realities within which 

/ it nmst operate. The identification of critical issues pro.vides a base of 

useful information for all parties involved in the planning proceiss. 

Among the imponant external realities to assess ar** 
denu>grap{ucs, poHiical realities, economic reaHties, social forces, and 
the impact of technolog\% Significant in the internal environment may 
}>e the results of program resiews, facility utilization, collective 
bargaining, the organizational stmcture, the impact of tenure, 
affinnative action, and resource allocation^ 

The realistic identification of constraints and opportunities 
often can be achieved best by a representative planning group or 
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ptanuing couticil. Since it is iniportani to focus decision-making 
' efTons on critical issues, and since the credibility of the people 
translating data into useful information is crucial, the choice to use a 
representative group can ensure acceptance of its conclusions (Keller, 
1983). 

Out of the assessment activity should flow information for 
strategic decisions and guidance for operational planning (Shirley and 
Volkwcin, 1978). In order to focus the effons of the organization on 
those areas that have the most to do with the health of the institution, 
the planning council might categorize the information in wo ways: 

1. Planning assumptions— These statements identify the 
trends, constraints, and opportunities facing the institution. 

2. Planning guidelines— These statements reflect decisions 
made to guide planners at all levels in the institution. With these two 
sets of infonnation, the planning council is in a good position to 
rt-connnend action priorities for the next year in the life of the 
organization. - 

An annual cycle of activity through which an institution can 
create or update a strategic plan (which includes decisions about fu- 
ture directions), dcn^elop an operational plan for the year ahead, and 
allocate or reallocate resources is the most desirable structure. All of 
these activities can be driven by decisions made as a result of 
examining the critical issues facing the institution. Position papers can 
facilitate the decision making that flows out of the assessment we have 
described here. 

A Case Study 

Many of ihe essential elements in the model presented above 
are illustrated in the planning and budgeting process used at Stanford 
University during the 1970s (Chaffee, 1983}. Under the leadership of 
Provost William F. Miller and Vice- Provost Raymond F. Bacchetti, the 
process for allocating resources changed from what might be called a 
poker model, with one dealer and a host of players, to a systems 
model. A dozen or more leaders in both academic and business 
administration in the university interacted among themselves and 
with a variety of committees and faculty representatives in mutually 
understood and complex ways to support commonly held goals. 

Early in the decade. Provost Miller stated his budget objec- 
tives. He planned to achieve an equilibrium between the growth rates 
of income and expense. He also planned to apply four criteria in asses- 
sing budget requests: academic importance, excellence or the 
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pounuial Un vsivWvmv, siiulvm ituerest, and fundipg potential. The 
most iinponani features of these objectives are thai they expressed the 
core values of the universitv^ and that Provost Miller used them, 
(•xplain*'d his !>udget decisions in terms of them, and held to them for 
many years with unswening determination. The gor^s were so 
ambitious that they could not be achieved in a year or two, but,' by 
impleinenting them gradually and consistently, the university w^as 
a!)ie to make recognizable progress in the directions Miller 
intendecL 

The universitv protocol w^as a major tool in the cfTort, The 
protocol was a svsiematic way of eliciting desired infomration from all 
relevant actors in the budget process. It bt*gan with a letter from Miller 
to the drans in which he outlined the major factors that were expected 
to infiuc^nte plans and budgets for the following year. Then he 
i4|enniu ci his prioritic^s and concerns and invited the deans to submit 
th^Mr budget recpiests. Before these requests became written docu- 
ments, !u>we'vcr. Miller met with each dean individually to discuss 
them. Miller stated in his protocol letter that he expected his discus- 
siofis with the deans to (a) relate budget decisions to the university's 
prcigram goals, (b) stimulate critical analyses ofexisting structures and 
functions, (c) cotnpare actual j^HTformance with prior plans, and (d) 
increasinglv relate budgeting to planning. 

Simultaneously, the academic and financial planning staffs 
met to defme the financial parameters of the budget. They ran several 
iterations of tl)e computer program that modeled their five-year 
financial situation, the Long- Range Financial Forecast. Each version 
iniorporatc^d refitied assumptions and data as infonnation about 
costs and revenues, garnered from diverse sources both inside and 
c^utside the university, became available. A similar exercise, limited to 
the coming year, made use of more detailed information to estimate 
the necessatA budget paranieters that would meet the decision 
makers* overall criteria for an acceptable buclget. When these 
exercises were complete, the provost knew how much was available in 
each broad categoiy of expense and what trade-offs he might be able 
to make without sacrificing financial well-being. 

Inevitably, requests exceeded available resources. But, as 
Bacchetti (1978) often stated, '* *We haven't enough money* is an 
unacceptable response lo a request. We have lots of money. The 
<{U(^stion is. *Is this item high enough on the priority list to be 
hmded:'' " The requests were arrayed into a list called the Migration 
Analysis, as candidates for various kinds of funds, from operadng 
budget f undsno restricted or grant funds to no funding. How much of 
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Figure !, Chronology and Sieps in Budget Decisions 




Setting Qverall Budget l^arameters 
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SouTfr: Bacchetti, 1978 

the request*?! cost wenf into each funding column was determined 
largely by how well the request met the provost's funding criteria. The 
iterative nature of the process ss illustrated in Figure L The 
Septeniher-to-Februar^' timeline correctly suggests that the activity 
level is very high during that period and rather relaxed at other times. 

The entire planning and budgeting c^cle is illmtr^ted in Figure 
2. Although space does not permit reviewing the entire cycle here, one 
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Figure 2, The Annual Operadng Budget Cycle 
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aspect of 11 is espcc ially lunc^vonhy. Figure 2 was included in a widely 
available publication by Stanford University (1979) called Operating 
Budget GuMirm (OBG) every year for ten years. So one key feature of 
the Stanford process is its consistency, its predictability. Those who 
wished to afTea planning or budgeting outcomes could easily 
determine Hqw and when to get involved. Another key feature is the 
fact that ihv vice-provost wrote, pubHshed, and distributed the OBG 
year after year. Anyone, on campus or off, who wanted one could have 
ii. This measure, too, served to make the process accessible to all 

In sumniarv% the Stanford case illustrates several principles 
retonnnended in this chapter. It points out how core values can be 
used effectively in planning and budgeting as decision criteria. It 
shows a highly interactive, iterative process that is nevertheless orderly 
and predictable. The process was clearly and firmly guided by e>f pHcit 
assumptions and priorities. It festered both a wide array of good ideas ^ 
and a cohesive consolidation of the best of those ideas. Finally, the 
process used routine analytical formats, regular schedules, brief 
intense ac tivitv, and simultaneous consideration of alternatives. The 
consensus at Stanford is t!>at it worked very well. 

Of course, such planning aaivities are not limited to four-year 
colleges and universities. Another example (Moore, 1983) illustrating 
the flow of activity in an annual cycle can be found in the process 
utilized in the Alamo Community Callege District (Texas). The cycle 
is initiated in early January as a represe.itative planning council comes 
together to examine all available assessment infomiation for the 
purpose of updating the strategic plan and the creation of 
assumptions, guidelines, and priorities for operational planning. As 
illustrated in Figure 3, the process culminates in th^ development of a 
budget for the next fiscal year 

The Outcome: Wise Decision Making 

Most leaders would like to think they engage in rational 
decision making as they face the many choices that arise throughout 
the life of an institution. Even under the best of circumstances, 
however, most would acknowledge the collegial, political* and 
bureauixatic concerns impact efforts to make rational decisions 
(Chaffee, 1983). Given those realities, leaders need to cuhivate an 
atmosphere in which core values and shared goals can influence 
decision processes. They also need to recognize the interaaion in a 
complex organization of several other methods of making decisions, 
such as; 
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Figure S. The Budgrttng/Pbnnmg Pitxms at a Community College 
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I. Collegial procrsHrH - These assume shared responsibility 
among peers who reason together toward their common goals. Solu- 
lions emerge that reflea consensus or at least satisfy most of the aaors. 
The time required for thH process can be excessive* 

2 Political processes— These recognize the diverse interests 
among units of the organisation. A fomm is provided in which 
differences are worked out. Negotiation marks the process, and the 
fittest survive or get the most resource!^. , 

3. Bureaucratic processes— Systematic procedures mark these 
processes, which focus oti operational efficiency. Incremental 
budgeting in manv institutions xoay provide the most concrete exam- 
ple of the process. 

4. Organized anarchy— Divet:tty<>f goals and scarcity of time 
and other resources tend to produce this process /Choices are almost 
acc ideniai, atui ambiguity pemieates the organization. 

Wise leaders realize the importance of the pattern of interac- 
tion, and they stmcture processes to tap the strength inherent in that 
interaction. They also recognize competing interests and seek to 
facilitate consctisus building within the organisation. Funher, they 
should demonstrate the interdependence necessary for an institution 
charged with implementingapurposeor mission. Unifying people for 
the good of the institution should cenainly be a primary objective as 
leaders develop an approach to decision making. 

Planning and budgeting as envisioned here are at the heart of 
decision making for the institution. Budgets are going to be developed 
regardless of planning, and it is imponant to realize that an emphasis 
on costs and short-term interests has dominated the decision- making 
processes of most institutions in the past. Thus, institutions that want 
to exercise some control over their futures will need to make a 
conscious effon to ensure that planning becomes more effective and 
apparent in their budgets (Caruthers and Orwig, 1979; Dickmeyer, 
1982). What is needed is a situation in which strategic planning guides 
operational planning and operational planning guides the aUocacion 
and reallocation of resources. What is needed is a routine in the annual 
life of the organization to update strategic plans, develop operational 
plans, and to allocate resources in line with the critical choices madeas 
a college considers its alternatives for the future. What is needed is a 
stre, 1 of wise decisions based on an understanding of the external 
environment in which the institution operates and the honest 
af,,>essment of internal strengths and limitations (Cope, 1981). 
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The Linkage: Planning and Allocation of Resources 

Instttuttonal leaders should anticipate certain barriers when 
trv'ing to link planning and the allocation of resources. Among the 
most f rr(|ucn{ly observed are: fear of change; lack of time to plan; 
protection of "turf "; bad attitudes based on previous planning efforts; 
colicaive bargaining; competition; lack of commitment; lack of skills 
in establishing priorities; declining resources; and apathy. Alenness to 
these potential barriers is crucial as an institution addresses the niajor 
priorities in efTective planning and budgeting. In addition to clarity 
and rtimniiiment regarding philosophy, mission, goals, and 
assessment, the institution should give attention to the following: 

1. The strategic elements, such as philosophy, mission, goals, 
assmnptions, guidelines, and action priorities, provide guidance and 
tlirtduMi for planning by all units of the institution. These elements 
arc developed or updated as a result of assessment activity. 

2. A representative planning council or task force should be 
convened on an amuial basis to examine the critical issues facing the 
itjstitution. Thev, should review cotnpleted studies and develop or 
update the strategic plan. 7 hey should develop the planning 
assumptions and guidelines for planning at all levels of the organiza- 
tion. 

All imits should be involved in developing the plans they 
will implement. Guided by the assumptions, guidelines, and action 
priorities that the planning council hasdevcloped, units should use an 
interai ttve process to address the following: 

• A summary of achievements or results for the current year, 
which can ser\'c as an evaluation of whether or not a unit did 
what it said it would do 

• A sfafement of desirable outcomes for the next year, 
developed in line with the strategic decisions made about the 
future 

• A set of projections for the second year in a cycle of aaivity, 
based on the assumption that plans for the next year can be 
completed 

• A sfaffmg and financial summaiy, updated to reflect the 
niajor implications of the desirable outcomes. 

Through consolidation of the unit plans within each of the 
various ar<-'as {such as instnution, student services, and business 
ser\i<<-si. it is posstbU- to develop priorities for personnel, capital 
equipment, and capital projects for each area. The group process of 
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and commitment regarding philosophy, mission, goals, and 
assessment, the institution should g^ve attention to the following: 

1. The strategic elements, such as philosophy, mission, goals, 
assiunpf ions, guidelines, and action priorities, provide guidance and 
dirtTtion for plamiing by all units of the institution. These elements 
are dcv^ iopcd or updated as a result of assessment activity. 

2. A representative planning council or task force should be 
convened on an annual basis to examine the critical issues facing the 
institution. They should r<-vieH- completed studies and develop or 
update the- strategic plan. They should develop the planning 
assumptions and guidelines for planning at all levels of the organiza- 
tion. 

H. All units should be involved in developing the plans they 
will iniplenu-nt. Guided by the a.ssumptions, guidelines, and action 
prioriiies that the planning council has developed, units should use an 
interac live process to address the following: 

• A sutnmarv- of achievements or results for the current year, 
which can serve as an evaiuaiion of whether or not a unit did 
what it said it would do 

• A statement of desirable outcomes for the next year, 
dfveloped in line with the strategic decisions made about the 
future 

• A set of projections for the second year in a cvcle of activity, 
based on the assumption that plans for the next year can be 
completed 

• A siaffmg and financial summar>% updated to reflect the 
major implications of the desirable outcomes. 

Through consolidation of the unit plans within each of the 
various areas (such as instnution, student services, and business 
s<'r%l<{'si. it is possible- to dev<-lop priorities for personnel, capital 
etjuipntetit. and capital projects for each area. The group process of 
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consolidation certainly involves elements of collegia!, political, 
bur^aucTatic, anci rational ciecision making. The tntencieci outcome of 
agreement on priorities for funding can be achieved without regard 
for the amount of money ^val'able. What is important is for college 
leaders to struggle with choices based on plans. 

Once area plans are developed, a repetition of the consolida- 
tion effon can produce a plan for the institution. Through utilization 
of a specified format, severe page limitations, and intense aaivity 
durii^g brief periods of time, it is possible to involve all units of an 
organization in a healthy prtKess that does not become "paper 
oriented." The consolidation of plans forces people to select the most 
important information for inclusion, and discussion of priorities for 
funding leads to an easier time during line-item budgeting. 

The Strategy: Involvement 

Everv leader of a functional unit (such as a department) should 
feel a responsibility to help the institution fulfill the potential 
dcscTibed \n the strategic plans. He or she should be expected to 
involve the faculty and staf!"members of the unit in the development of 
a unit plan that describes the contribution of the unit. He or she 
should expect to be involved with peers in the development of an area 
plan in which prioritiesforf" refundingareidentified. This involve- 
ment will be boosted if thei .s clarity regarding the core values and 
the collective vision Oi the institution. As indicated earlier, when 
everyone knows the chronology of events, all leaders can participate 
more fullv and appropriately. For example, a unit workshop might be 
held on March I . followed by an intense three-week work period. 
Once the unit plan is complete, the unit leader would be involved in a 
work session on the area plan. He or she would then wait for feedback 
before prf)cceding u> develop budget requests for the next fsscal 
year. 

!f priorities for use of personnel and acquisition of equipment 
are dealt with during the review of plans, then the matter of 
developing a line-item budget becomes simp!e since more than 85 
|x rcent of the budget is set. Communication is facilitated by work at 
the unit and area levels. Consensus building is possible because people 
have the opponunity to review plans developed by others under the 
guidance provided by the planning assumptions, planning 
guidelines, and action priorities. If there is conflict between 
competing interests, then at least there is a structure through which to 
work. Consensus is the target, but decisions can be made, if necessary, 
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when community college administrators know kmv to use 
cost information and analysis properly, the value of such 
information to the decision-making process is greatly * 
enhanced. Accurate accounting iriformation fmwides an 
effective management topi but cannot act as a substitute 
for good management. 



Cost Accounting for 
Decision Makers 

Ann L Kaneklides 



In community colleges throughout the United States, the design of 
cost accounung and information systems has become a majorconcem 
of chief business officers, top executive management, and the various 
funding sources of these institutions. Due to revolutionary changes in 
student population and declining economic governmental resources, 
administrators are more sensitive than ever to the imponance of 
accurate cost reponing for use in planning and control In cost- 
accounting systems, costs are accumulated primarily to enable 
managers to predict accurately the financial consequences of altema- 
tive decisions. It is this facet of effective management information 
systems that will be vital to communicy college leadership and 
management throughout the next decade: informed decision making 
throttgh accurate anticipation of cost inc*urrence in light of changing 
economic and environmental conditions. Development of causal 
relationships between institutional man^ement decisions and cost 
incurrence is essential to this |.rocess. In any event, community 
college administrators must be able to discern the data relevant to a 
particular decision, "Different costs for difTerem purposes** provide 
the valid infomiatton needed for sound decisions, 

p €l4n»|tl «rU .Kfi Strt-*tefhft\\*ysi htHnn^t'ti Httms^mrftf Not Dfrct tton* l<ir 

C.onifm»t»rt% CMfirgrv. rH» "iO Sjiu f-faifuivo jo%M-v BA*». junc ^% 
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Cost Accounting: Whar It Is and What It Does 

Scheps and Davidson (1978) note that Milesei! and Hay's 
(1961, p. 619) Governmental Accounting defines cost accounting for 
govrrnincnial agencies as *'that forra of accounting aaiviry which is 
designed to furnish infonnation concerning the cost of units of 
services or goods produced. To a large extent, governmental expendi- 
ture accounting and statements have been confined to recording and 
reponing how much was spent; unit cost accounting, on the other 
hand, is an endeavor to record, measure, and repon how much was 
accomplished and at what price" (p, 282). 

However, with the rapidly increasing use of cost-accounting 
svstems by both businesses and government agencies, this definition 
hd^ broadened considerably. Cost accounting now incorporates the 
gaihering and suppiying of information for ail types of decision- 
making needs, from daily operations management to nonroutine 
stratc^gic decision making and major organizational policy formula- 
tion. The primary purpose of cost accounting is to enable manage- 
ment to make decisions, with the simultaneous examination of 
cdternative, decision studies and the implementation process. When 
managenunt evaluates various accounting techniques and informa- 
tion systems, however, the most imponant criterion is whether a 
particular alternative motivates behavior in these decision and impte- 
mentanon processes that is in agreement with overall top manage- 
ment goals. 

Accounting systems used to accumulate data for decision 
making must be designed, then, with a focus on predetermined top 
management objeaives. An important question to ask is, **How does 
an accounting technique or system affea the managers who provide 
data input for the system and the overall organization?'* It is critical 
that the effects of an information system on motivation and decision 
making be scrutinized and considered. In other words, does the 
information system designate objectives and motivate aaions that 
agree with overall organizational goals made at the strategic planning 
level? 

In addition to the motivational aspects of an information 
system, management should consider the purpose of the system. A 
valid infonnation system retrieves data closest to where they originate, 
then processes and transfomis those data into a form useful to the 
decision makers. However, many institutional administrators and 
managers, as well as managers of commercial entities, have been 
turning to the cost-accounting or infomiation system for deciswns 
instead of useful data. The information delivery process should not be 
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niistakrn for the ciecision-tnaking process. Cost accounting cannot be 
a substitute for efTettive mans^ement practices (Ameiss and Kargas, 
1 98 1). Because criteria for decisions should be instituted by those 
responsible for results, operating managers and administrators must 
take responsibility for seeing that the proposed system can answer 
questions in light of the decisions management must make. An 
effective cost system promotes the decision-making process by 
providing data to answer such questions as "What are the costs of 
changt^s in course schtxiulingand course offerings?" or *'What should 
it cost to add another academic program?'' It traces the operating costs 
of the organization to its products or services, and it compares actual 
and Inuigeted performance to identify variances for timely 
reponing. 

Experienced accountants have never professed to be able to 
c cnnpuie exact costs, especially the full costs of a product or service. 
They have also recogiii/ed that some cost measurements may be 
lacking in accuracy. Therefore, administrators must recognize that no 
cost tiieasiiremc^nt should be viewed singly, such as an efficiency 
variance, at the expense of another one just as important in evaluating 
performance. 

Fundamentally, there are three essentials for implementing a 
cost-accounting system efTectively: rser trainings user panicipation in 
system design and implementation, and top administration and 
manageni'Mit support of the system. Inadequate communication and 
the inability to use the data provided by the system in a proper manner 
are the most detritnental influences on implementation. 

When ascertaining the kinds of cost data that are needed for a 
particular cost analysis, ma lagetiient should remember the purpose 
for the infomiation collection, who will utilize the cost infomiation, 
and the infomiation level needed to satisfy the users. As the cost of 
implementing any information system may be substantial, the 
f)otential benefits of data collection must be weighed against the 
cdnesponding costs. Before any cost studies are performed, manage- 
ment should evaluate the accuracy and adequacy of historical and 
curr<*nt accounting data. If present accounting data are inaccurate, it 
wnul<i be more advantageous to the institution to overhaul its present 
system than to spend additional resources on complex cost studies. 

What About Full Allocation of Costs? 

The cost-accounting system that most accurately gauges cau^l 
relatiotiships is probably the system that will produce data leading to 
the best decision making, Howe%er, systems that show the full alloca- 
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tioii of costs, inc iuding iiulirrcf or overhead costs, are often defended 
on the premise thai they remind management that support of the 
whole institution is important for a department or program to operate 
well, even though causal relationships may not be dearly identified. 
Betause scr\icc departments facilitate the offering of curriculum 
programs in a community college, no program (or produa) cost 
should be relieved of an equitable share of these suppon costs. Service 
departn^ent costs are every bit as much a pan of the prt^gram (or 
product) costs ns are facoilty salaries and supplies (or direct labor and 
direct material ' n full costing, all institutional costs are funneled to 
the product (suth as a c-urriculum}. 

Accountants or managers who advocate full allocation of costs 
regardless of substantiated causal relanonships indicate that harm due 
to cost overstatement is less than that due to the understatement of 
( <»sts (management will not be as prone to overexpand, for example). 
Costs allocated to programs or depanments regardless of 
controllahilits^ may help management understand the benefits offered 
by other departments, as well as the costs incurred by those depart- 
ments. Many who argue for full allocation of costs assume that 
matiagers usually don't care whether these overhead costs are 
allocated, as long as all departments are subject to the same cost- 
^location methods. However, this is advantageous only to the extent 
that there is no resentment about allocation procedures among 
administrators or managers and that it prompts no misunder- 
standing of information in cost studies- For budgetary control 
reasons, controllable and uncontrollable costs included in the same 
report should be identtfsed separately. Regardless of the method of 
<-ost allocation chosen, special consideration must be given to its effect 
on management behavior. 

Looking for Causal Relationships 

Among the most controversial aspects of a cost-accounting 
svstem in almost anv organization is the allocation of indirea costs to 
p: oductsand serv ices. While the detenninationofan allocation base is 
necessisrv' because there is no direct conneaion between the cost 
object and the incurred cost, this determination is dependent on the 
reason for the allocation, the cost object, and the total cost. The best 
allocation l>ase assists in predicting fluctuations in total costs, and in 
showing continuing relationships in cost behavior patterns. Various 
guides exist to help those designing a cost system to arrive at an alloca- 
tion base reflecting causal relationships. Among these guides are the 
obser\abiiity of physical relationships, the specification of cost rela- 
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tiouships through a knowledge of organizanonal operattons, and the 
identification of relationships through regression analysis. However, 
if there appears to be no logically defensible base, no allocation 
should be made, or the cost& should be allocated by prior agreement, 
with all data users understanding the arbitrar)^ nature of the alloca- 
tion. 

Many tinies costs are traced to depanments or responsibility 
points. However, this allocation of costs seldom stops at the location 
of individual management responsibility. Responsibility accounting, 
while extremely important for evaluating performance, does not 
relate costs specifically to a product (such as a curriculum program). 
After costs have been traced to responsibility points, it is often 
necessary to further allocate these costs to construct decision alterna- 
tives. This may be difficult when service departments are in question. 
For exatnple, thr cotimiunity college maintenance department may 
originate costs on behalf of other institutional programs. These costs 
may be allocated to various programs or departments as a cost of 
maintaining a specific curriculum or program. 

Before choosing among various allocation bases, however, 
administrators nmst determine cost behavior patterns because failure 
to ascertaiti these patterns may result in an inaccurate cost analysis. 
Whether a cost is fixed, variable, or mixed affects the choice of an 
allocation base. 

In Costmgfor Policy A ml) sis, the National Association of College 
and University Business Officers (1980) suggests the systematic 
application of a cost behavior analysis procedure to specify or 
approximate cost behavior patterns. Community college adminis- 
trators and managers should first ascertain policy questions and the 
management level that will utilize the data for decision making. 
Second, factors influencing those costs, such as the activity or aaivity 
measures, need to be determined. Then, for each chosen activity, 
Tnanagement must identify present levels of service and the related 
costs, and the subsequent cost behaviors of each activity. Finally, top 
management or administration must assess the policy implications of 
the cost analysis. It would also be extremely helpful to administrators 
to diu innc^fU the manner in which theanalysis results can influence fu- 
ture policies. 

Selecting an Allocation Base 

When choosing an allocation base, the institution may con- 
sider criteria such as services used, facilities provided, physical 
identification, or benefits received. While the services-used criterion is 
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usually a cienr mattrr of cost inrurrencet such as repairs, many times 
there is no breakdown of the fixed and variable components of these 
costs. Where fi:ced costs are significant, this may lead to imprecise 
presupposition ; of causal relationships. If separate allocation rates are 
utilized, these dlfierences in causal relationships will ^ taken into 
account. Fixed costs of a service department may be based on a 
prev iously agreed-upon sum forfumishing the fundamental ability to 
serv e, while variable costs might be allocated on the basis of services 
used. On a monthly basis, a predetermined sum to allocate costs to 
departments or programs and a predetermined standard unit rate 
may be used to allocate variable costs. Fixed costs should be allocated 
according to the decisions bringing about the fixed commitments. In 
other words, what faaors determine the equipping of the service 
department? 

Because costs are usually incurred through a decision on the 
part of the cost object, the allocation base ideally should have some 
phv 3tcal connection with that cost object. Substantial confirmation pf 
causal relationships is generally rendered throug^physical identifica- 
tion. 

The benefits-received criterion is usually not considered as 
acceptable as the three other criteria mentioned. It is based on the 
presumption that indirect (overhead) costs should be allocated to 
department or products based on the relative benefits received by 
these departments or produas (Homgren, 1972). 

College administrators and other users of data generated by 
the information system should be cautious of the full allocation of 
service dcpartnt^nt costs when those support costs are allocated on the 
basisofacmal hours used inseiricingotherdepartmentscrprograms, 
aiid thv ate exercised is fomiulated by dividing the total costs 
incurred in the support departments by the total hours used by other 
departmenis or programs. The sums charged to the other depart- 
ments or programs may be subject to determinants not under the 
control of the heads pftitose departments or programs, such as the 
efficiencv^ or qualit)^ of services rendered by the support department, 
or the unit price. Also, a panicular time period*s charges to one 
program or department are subject to how much of the support 
department's senice was being utilized by other departments or 
programs. 

Bases are generally sdecied after management has weighed the 
costs needed to apply the allocation base and other apparent factors 
already associated with the product. Another important considera- 
tion is whether there would be any differences in the final outcotne 
among the various allocation bases. If only small differences arise, 
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adniinisirators may prrft r thv easiest njethod of allocaiion. Cost 
infomiaiion may be coinplied into 'pools" in a number- of difierent 
ways: by fixed or variable costs, by responsibility points, or by func- 
tion. The allot ation base is applied to the cost pool because the cost of 
pt-rforniing a more detailed cost allocation would be more than the 
advantages rcfeeived. 

Cotnnumity college administrators and business officers may 
find the application of one rate for variable costs and another rate for 
fixed costs more appropriate for their information needs, as it allows 
for a (ost l>rcakdown in cost-volume analysis during the decision- 
making process. Also, two rates promote the merging of information 
systems for both budget control and department or program costs. 

Figure I describes various allocation bases and can assist 
college administrators and business officers in choosing the method 
most compatible «vith their information needs. 

Allocating Indirect Costs 

The "direct method" of allocating overhead costs ignores 
sf-rvices rendered by one service department to another and allocates 
tjverhead costs directly to the other producing departments or 
curriculum programs. It is based on the as.sumption that the suppon 
provideti by all service departments contributes directly only to the 
product costs (such as program costs). The "step-down method" of 
allocating overhead costs recognizes support given by one service 
department to other service departments. The cost-allocation 
progression stans with the service department that gives support to 
the largest nuuiber of jothcr service-depaftmeiH*; and it contmues 
th rough t he allocation of costs of the service department that furnishes 
suppon to the fewest number of departments. However, after a 
support <lepartnient's costs have been allocated, no subsequent 
support department's costs are reallocated back to it. 

Hyatt (1983) outlines a general five-step cost-accounting 
procedure to assist college administrators in the colleaion of cost 
data: 

1 . Dfifrmint' sptrific cost objectives and cost centers. Use a standard 
chart of accounts to separate institutional functions intodifTereni cost 
objectives or cost centers. Cost ''enters may refer to activities, such as 
printing, or to function, such as general administrative services. 

2. Chmsf^ consistent categories of cost. The organization's classifica- 
tion of expenditures by object should serve as the foundation of the 
cost < ategories. Expenditure breakdowns are dependent on the needs 
of the dec ision makers. 
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A su^n (h'T ont ants to cost centers or objectives. Tier-one costs are 
direct costs that can be idendfied easily with a particular cost center. 
For instance, in the student services area, financial jud administra- 
tion's tier-one costs would include staff salaries, materials and 
supplies, and sn on. 

4. Assign all tiers ttvo and three cosis to specific cost ohjectives and cost 
centers. Tier-two costs are those costs that include all tier-one costs and 
indirect costs reflecting the value of suppon services furnished to 
other cost centers or cost objectives. Tier-three costs include tier- two 
costs ami depreciation or use charges on plant and equipment. 

5. Deirhp output measures. The analysis of data is the last step. 
SometiTiu s other statistical data may be combined with cost data to 
calculate nn'n costs. Comparative analysis of cost« over various time 
periods may assist administrators in evaluating efficiency. 

What About Depreciation? 

An elemrnt of cost that is most important to cost studies and 
data compilation for con tnunity colleges is depreciation. Howes'er, 
colleges are the only nonprofit institutions that are prohibited from 
charging depreciation in the Statement of Current Funds, Revenues, 
and Other Changes. The 1973 American Institute of Certified Public 
Accountants (A I CPA) Atxdit Gutde far Colleges and Universities was issued 
with the advice of the National Association of College and University 
Business Officers (NACUBO), which indicates that the audit guide 
itu'cts user needs. This treatment of depreciation is at variance with 
generally accepted accountingprinciples for profit-oriented organiza- 
tions and with the audit guides of other nonprofit entities. Carl Ebey 
(1982) notes that the 1975 Price Waterhouse **Position Paper on 
Colk^e and University Reporting"" addresses the subject of deprecia- 
tion: 

While relatively few colleges follow depreciation accoundng 
techniques, we believe financial statements of colleges should 
reflect the cost of operations for the period so that trustees can 
better judge financial results. Buildings and equipment wear 
oui, and if one is trying to measure costs, the cost '*expiration** 
or depreciation must be considered (pp. 
As depreciation is a cost to the institution, this cost should lyc recog- 
ni/< d when performing cost analyses of educational programs, 
regardless of current Tmancial r^orting requirements. 
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Implications for the Community Collqgr 

The growing emphasis on accountability to the public the 
cotnmunirv college serves and to collegers funding sources 
necessitaus that these institutions address the need for a cost- 
accounting model for use in various decision-making processes, such 
as planning, control, perfonnance evaluation, budgeting, and other 
areas. Cost infonnation is one factor in the formulation ofa method in 
which the institution can attain its long-term mission goals. 
Examining the cost requirements of each decision alternative allows 
administrators to utihze available resources more effectively, and 
possibly to alter the budget plan to coincide with changing economi 
priorities. 

Cost data for current operations control assists managers in 
identifying areas in which correaive actions must be taken, and it 
involves a comparison of actual costs to budgeted ^osts for assistance 
in t he determination of areas in which adjustments may be required in 
future planning and budgeting. In addition to assessing the effective- 
ness of educational activities, the process of evaluation encompasses 
an analysis of present funding levels to ascertain whether particular 
acdvities should be intensified, reduced, or eliminated. Cost data are 
vital to the process of evaluation for funding purposes, tuition price 
setting, interdepan mental charges, and charges for student housing, 
among many others. 

Cost information is being used more than ever for internal 
management and control in community colleges— and for external 
reporting to state legislatures and local governments as the focus on 
cost based funding formulas to fund these institutions becotnes 
sharper. Caution should be exercisied by community college adminisr 
trators, howe\'en in the interpretation and useof cost information. For 
example, while there are no generally accepted measures of quality, 
determinants that might affect program quality include faculty 
effectiveness and physical facilities. It would be inappropriate^ 
therefore, for users to assume that cost information measures quality. 
Professional judgment based on previous experience of student 
dettiands and other factors influencing program decisions may be a 
more suitable alternative to cost analysis. 

As long as community college administrators and manners 
are cognizant of the proper use of cost information and analyses, the 
value of such information to the decision-making process in all areas 
throughout the institutional system will be greatly enhanced. Accurate 
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accounting information provides an effective management tool, but it 
cannot aa as a substitute for good management. 
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Cost-effective programs can ^ developed during diffkuU 
economic times if the basic ekments cf purchasing and 
maintenance programs can be agreed updn the coUege. 



Reaffirming Some Bask 
Principles in Purchasing 
and Maintenance 

Harold L Throop, Jr. 



It is in vogue in today's college administrative aisles to suggest new and 
innovative ways to solve a college's purchasing and maintenance 
problems. From a practical point of view, the discussion within any 
college administrative staff should focus on the basic elements 
necessary for the successftil operation of these programs. Without a 
proper baa>e, new and innovative concepts added to these systems may 
merely compound fisting problems. Therefore, this chapter first 
provides a reaffirmitton of some of the basic elements that have 
proved necessary f<ir the successful operation of purchasing and 
maintenance pragritit^s. 

Then we discu^ some of the concepts in purchasing and 
maintenance that arc et^ablirtg some ^lieges to save much-needed 
operating funds. The cortc^s covereonere arc only examples of the 
many possible ones becausf the needs and the le^ requirement c 
each college differ widely frj6m state to state, and a complete list, for all 
praaical purposes, woiild, be endless, 

D C^mpkK4l ( Eiti . Stttjs^fhfnmg fman^toi !^4ifa^mm Nfw Dtrrmont for ^ 
c;<tmfntiRtf% Cc»llrKrft. m> ^ S«n ftummm Jowry Sjsm, juor t^tS. 215 
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parameters within which ituiividuab must function, and it enables the 
institution to exercise control over the dollars expended for material 
and services. A good purchasing system complements the college's 
equipment inventory system. This is important for cost-effeaive 
utilization of the collegers equipment resources and also provides a 
basis for insurance programs and the development , of equipment 
replacement programs. The net result is to provide assistance in 
budget control. Resources can be distributed more equitably and cost 
centers (divisions or departments) can be held accountable for their 
actions. 

Purchasing Calendar. As a tool to augment the purchasing 
philosophy and procedures of an institution, a purchasing calendar 
can be used to ensure the purchasing of materials and services on a 
timely basis while also obtaining better prices by the combining of like 
items. The purchasing calendar can be used as a communication tool, 
letting the staff know when items will be purchased and helping to 
ensure that items will be available in time to meet the needs of the 
instrudiotial programs. 

The fonnat of the calendar is simple; it can be merely a listing 
by month of the date when certain commodities or services will be 
hatidled by the purchasing office. Input from the total management 
stafT as to the appropriateness of the dat^s used is key to the success of 
the program, A purchasing calendar can also assist in preventing the 
''dumping ' of budgets at the end of the fiscal year, since this is not a 
good use of financial resources! 

Bidding Procedures, Many states mandate that bidding for goods 
and serv^ices shall take place for governmental agencies with certain 
specified dollar limitations. Where community colleges are a pan of a 
total system, the bidding may be done on a statewide basis or 
purchasing may be performed by a centralized agency. 

Bidding differs from obtaining price quotations in that bidding 
IS a formalized process requiring advenising and announcement of 
the proposed action to the community. The process is designed to 
eliminate the placement of business based upon favoritism and 
pressure from special-interest groups. The college should develop a 
wriuen bidding proceduie that ideally is approved by the governing 
board so that it has the efTea of law. The procedure must spell out 
when foriiiali^ed bidding will take place, the dollar amount when 
bidding is rec|uired, the minimum number of days for public 
advertising, how the bid will be advenised, and when and how a bid 
w ill be aw^arded. Again, this is a communication tool that lets everyone 
know how the college will acquire g(x>ds and services. 
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The cost advantage to tlie college is that it encourages all 
interested vendors to compete* thereby helping to ensure that the 
college is getting the best price for the goods or services desired. It also 
provides the internal controls needed to prevent charges of vendor 
preference. 

Obtaining price "quotes*' or quotations is a less formalized 
process and can either be oral or written. Oral quotes are usually 
permitted for smaller expenditures with written quotations required 
for higher dollar amounts. The quotation system provides for greater 
expedienc>^ in the purchasing process while also providing docu- 
mentation that various vendors and their prices were checked. Both 
the bidding process and the use of quotations can lend credibility to 
purchasing function!. 

Vendor Seledwn, The quotation and bidding processes, coupled 
with local and/oi state laws, pretty well dictate how vendors will be 
selected. But there are purchases that do not fall within these areas for 
which vendors must beseleaed. One method, which helps develop an 
image of impaniality in selecting vendors* is to use a vendor file. The 
file, maintained on a current basis, lists the performance of the various 
vendors. Such perfonnance data as timeliness of delivery, quality of 
product delivered, response time for correcting deficiencies, respon- 
siv:*ness to request for prices, and ability to provide product informa- 
tion are among the data the purchasing office might find pertinent. 
Basically, the file contains objective information that . can be used to 
select or evaluate potential vendors. One of the basic functions of a 
purchasing office in the maintenance of a viable purchasing activity is 
to keep 1 1 removed from the political arena. A system of this type helps 
the office achieve that goal. 

Lease or Purchase. In light of today's short money supply, many 
institutions are exploring the possibility of leasing equipment or even 
facilities instead of purchasing. This is particaarly true in the acquisi- 
tion of data processing mainframes and large capital outlay items such 
as transit-type buses. The advantages to leasing or third-party leasing 
are several. First, leasing allows for the acquisition of property with 
less cash, thus making acquisition possible in cases where, if the total 
casli amount were required at the time of purchase, the purchase 
probably would not take place. Second, the prorating of the cost over a 
number of years provides a more realistic financial picture than one in 
which the acquisition cost is absorbed all in one year. Third, because 
technology is- changing so rapidly today, panicularly in data 
processing, leasing provides greater flexibility in making changes in 
equipment or facilities as needs or desires may change. 

The critics charge that leasing costs more and also results in a 
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lower equity value of the produce for the college. The administration 
must weigh the add-on cost against the possibility of not acquiringthe— — - 
equipment or facility in order to determine if leasing is worth it. 

Contracting Services. Along with leasing of equipment or 
facilities, the contracting of services can be a controversial subject for 
the college administration, particularly in regard to employee 
organizations. However, there are distinct cost savings that can accrue 
to the institution through contracting. Some of the services that may 
be included in contracting are laundry, street sweeping, trash 
collection, typewriter repair, and library book processing. The cost 
savings develop because the contract price ensures a constanrunit 
price, while, if the funaion is perfomied by college staff, the unit price 
will vary dependi'^g on the volume produced by the assigned staff. 
Another cost savings occurs in equipment replacement when the 
contrac tor is required to provide the equipment. 

Contracting also provides greater flexibility; it is easier to make 
changes with a contract service than with college personnel. And 
contrac t sen ices can provide backup service that might not be 
available otherwise. Contraa service permits a college to control costs 
in a given area, and it provides greater ease in making budget 
projcx tions. From the purchasing point of view, all contract services 
should be put out to bid. 

The critics of contract services argue that it takes work away 
from college staff. In some states, in fact some forms of contract 
services (such as custodial services) are not permittcxi. Some critics 
argue that it is more cosdy, but a cost analysis in most cases can 
disprove this claim. There is a distinct disadvantage to trying to use 
contract services in small or mral communities because the services 
may not be available or may be available only on a limited scale. In 
shon, the institution should perfomi a thorough cost study to 
cicterm ine the feasibility of one method over the otlier before making 
any decisions about contraaing. 

Maintenance 

The maintenance budget of most colleges is susceptible to 
budget reduaion during difficult economic times. It is therefore 
probably the victim of budget reductioh more than any other segment 
of the college operation. This is due both to the commonly held 
conception that certain items of maintenance can be put off until a fu- 
ture date and to the fact that many institutions do not have a clearly 
defmed plan relating to maintenance. Maintenance, as distinguished 
from operations, relates to the repair and replacement of buildings 
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aiid equipment. It may also itu lude the care of the campus grounds. 
Operations penains to the regular housekeeping funaions of the 
institution. 

Pkiloiophy, For the successful operation of a maintenance func- 
tion, the governing body of the institution needs to develop a 
definitive policy statement. This statement will assist the college 
administration in developing long-and shon-range goals for the 
effective operation of the maintenance department and, thus, in tilie 
long run, it will help provide cost savings to the college. Basically, a 
policy statement assists the college in moving the management of 
maintenance from the crisis level to a cost-containmc*nt position. It 
also enables everyone connected with tiic institution to understand 
the relationship of maintenance to the total budgetary program. If a 
maintenance program is always reaaing to a crisis situadon^ the result 
is a very costly but less than efficient maintenance program. 

A statenient of philosophy or policy for an institution might 
include the following: ''The maintenance program shall give primary 
consideration to the preventive maintenance of the collegers facilities 
and equipment. Every eff ort shall be made to ensure timely repairs of 
college property, and the niaintenance program shall endeavor to 
maintain a quality level commensurate with thecollege's instructional 
program/' 

In order to further the implementation of the philosophy or 
poUcv^ of the governing board relating to maintenance, the college 
adtninistration should review the value of proper maintenance to the 
teaching environment. Quite often in the arena of employer-em- 
ployee negotiations this particular point is overlooked. A lack of 
response to maintenance problems can have a direct efTect on em- 
plover-employee relationships. Normally, it is not a large 
maintenance problem that is the culprit but rather the small ones that 
are found in the classroom. By solving someof these minor problems, 
the administration can ease some of the tension present at the 
negotiating table. One solution to this type of irritant is to have the 
maintenance department send a questionnaire to each faculty 
member in the spring of each year. On the questionnaire, the faculty 
members should list any problem that they have with their teaching 
station, no matter v small. The maintenance department should 
then categorize the returns into maintenance job craft categories. 
These could then be analy/ed as to cost and feasibility and the 
appropriate ones turned over to the corresponding craft to be taken 
care of. 

Such a svstem can result in a higher rating for maintenance 
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among faculty, ihv cliintnation in an organized manner of minor 
maintenance problems, and a reduction in maintenance cost because 
of the systematic manner in which minor maintenance problems are 
resolved. 

Budgeting for MainUnance. Budgetary planning makes possible 
the setting of priorities and control of resources. The following 
subsections offer examples of short-range and long-range 
planning. 

Budget Guidelines, A shon-range approach to maintenance 
planning includes the use of budget guidelines. Except in the case of 
emergencies such as broken pipes or gas leaks, maintenance requests 
(such as those for new carpeting, remodeling of offices, changing 
doors, and so on) consist essentially of items that the staff would like 
for the improvement of the environment. Budget guidelines within 
the overall college budget should allocate a certain amount of money 
annually to each depanment or division for this type of change. The 
formula for the amount allocated could be based on student full-time 
equivalents, number of staff, or some other common type of criteria. 
A review of historical expenditures in the various categories is 
essential to the development of the criteria. During the budgeting 
process, tfie fommla, not the particular maintenance project, 
becomes the issue open to debate; this, in turn, provides for more 
responsible tnan^ement since the administration of each depan- 
ment will be required to stay within the allocated funds. The 
guidelines also act as a communication tool, making everyone aware 
of limited resources and overall college goals. For example, a budget 
guideline can be implemented to protea the quality of the campus 
groutids and to provide a tool for the evaluation of management 
personnel. 

Five- Year Piatt The long-range pUn can utilize a five-year 
projection (or any other number of years desired) in order to facilitate 
the scheduling of more expensive maintenance items. For instance, to 
try to replace all roofs or resurface all blacktop in one year is cost 
prohibitive, but to develop a schedule that allocates a given amount of 
fiscal resources each year to a specified project is feasible in most 
cases. The plan allows for the projection of costs and the prioritizing of 
proposeci expenditures, and it places the maintenance budget within 
the arena of overall budget development for the colleges. 

Work-Force Anafysis. Quite often in the development of a 
maintenance department, new positions are created for a specific task 
but then these positions are not reviewed in light of ongoing need. A 
work-force analysis should be conducted to detennine the 
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appropriatenesji o{ ihv stalT urgani/aiion. In the analysis, considera- 
tion should be given to actual hours available to perform work by the 
total work force. A monthly review of the total hours available less 
breaks, vacations, and sick leave will provide information as to 
whether the maintenance depanment can actually accomplish 
assigned tasks on a timely basis. If the total net hours available are not 
sufticient to pcrfomi the assigned tasks, the depanment then has such 
options as adding appropriate staff, reducing the number of projects, 
or considering outside contracting for the desired projects. A work- 
force analysis also provides for a realistic approach to preparing 
timelines for the completion of designated projects. 

Trends for Stabilizmg Costs. One of the most talkcxl about costs 
rirlating to the operation of colleges is that of utilities. Whether the 
utilities bills consist of electricity, fuel oil, gas, or telephones, there 
seems to be a guaranteed annual increase in these items. Many institu- 
tions are attempting to contain costs through various methods; the 
following paragraphs briefly describe some of these methods. 

Solar Enngy. Solar energy is a very popular **new'* energy 
source, particularly in the Sun Belt and the West. Installation can be 
either expensive or inexpensive based upon the number and expe- 
nise of the college personnel involved. Solar energy is well suited to 
providing a heat source for swimming pools, showers, and the hot- 
water needs of a cafeteria. The cost variables involve the suppon 
structure, solar panels, storage tanks, and the pumps. If existing 
storage tanks and piping can be utilized, the cost of installation will 
decrease appreciably- Solar panels differ in design and cost; institu- 
tion's needs should be analyzed carefully before the panels are 
selected. 

The creation of a solar system provides an excellent learning 
experience for students involved in related classes and for skilled 
maintenance personnel to work together in creating a viable new 
source* of cncrgv at an affordable cost. (Some colleges that have 
dt^^eloped a system in this way are willing to give advice to interested 
institutions,) In addition, the coordinated effort of students and staff 
provides an excellent opportunity for nositive public relations with 
the general public. 

Enngy Management Energy management can take a number of 
fortTis; the one most often discussed utilizes a microcomputer system 
to regulate the flow of electrical energy on campus. The system can 
turn on or off lights, fans, motors, and air-conditioning and heating 
units as well as many other items. Such a system can be either very 
simple or very complex depending on the availability offunds and the 
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desires of the institution. Normally, fans, motors, and cx^mpressors 
are the first items managed by such a system* As additional needs arise 
or iunds become available, new items can be placed under the 
system's control It is ideal for shutting down equipment when there is 
no heed for its operation (for example* on weekends). 

The installation of the system, like the solar energy system, can 
be accomplished by staff and could involve the appropriate participa- 
tion from industry and technology smdents. The payback to the 
institution in the control of energy is very high. The major caution is 
for the institution to be sure to select a basic system for which parts will 
be available in four or five years; some of the produas currently on the 
market gradually become obsolete. 

Telephone SystefiL With the breakup of the telephone monopoly, 
many colleges have acquired their own telephone system. The main 
advantage lies in the stabilization of costs. The main disadvantage is 
the cash outlay needed to purchase a system if the institution does not 
enter into a lease-with-option-to-purchase contract. Available for 
most telephone systems is a call-accounting system that permits the 
recording of all calls made from the user's extension* An analysis can 
be made of who is making long-distance calls and these calls can then 
be charged to the user*s extension when appropriate. The system also 
permits budgeting by cost centers for the cost of the telephone use, 

A disadvantage that must be considered in acquiring a 
telephone system is the maintenance of the system. Will a college use 
its own staff, or will it contract for the service.^ Contract service is 
expensive, but the quality of maintenance by college staff could be 
questionable. 

Deferred Mamtenance. "Deferred maintenance'* can have several 
meanings. It can indicate that a maintenance item will be deferred to 
some time in the future because it has been incorporated into a long- 
range plan. Another meaning, and the one most prevalent today, is 
that a maintenance projea will be deferred until some time in the fu- 
ture because of the current lack of funds. Unfortunately, the 
maintenance budget is often used as part of the balancing aa when 
fimds must be cut from the college budget. This is not always wise or 
appropriate. It may enable the college to balance its budget, but it may 
also seriously impair the effective use of a facility or a piece of equip- 
ment. It is also most likely to cost a great deal more when the item is 
repaired or replaced at some tinie in the future. Furthermore, some 
repair work that is deferred may cost more to repair in the future not 
just because of inflation but because more deterioration may have 
occurred. The deferring of maintenance expenditures as well as some 
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other types of rxpetuliturcH has causeci a numberof states to tuandate 
dtfTerential funding for postsecondary institutions. This ensures that 
some dollars will flow to the maintenance of facilities that are worth 
millions to taxpayers. 

In deferring maintenance in order to balance a budget or to 
provide salary increases, the administration often overlooks the effect 
of poor maintenance on the education environment. The quality of 
teaching suffers if maintenance is not performed in a timely manner. 
In order to provide a professional approach to this subject, adminis- 
trators must develop both a short-range and a long-range program for 
maintenance. Such programs can allow the deferring of maintenance 
based on priorities, A maintenance program that operates only on a 
riscal->ear basis will be dt .astated when and if deferred maintenance 
is put into place. 

Summary 

New possibilities in purchasing and maintenance are 
achievable if the institution first develops a base upon which it can 
buiki these programs. Ideas change and new technology is constantly 
being developed, but these items will tiot be of lasting use to a college 
in difficult economic times unless the college has developed and 
agreed upon the basic elements of a purchasing program and a main- 
tenance program. 



Harold L lhm>p, Jr. n m e-pmuienl of business for El Camino 
Conmunity Cokege Distncf in Torrance, California. 
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As federai sources of student aid decrease and costs 
increase, higher education seeks new sources of financial 
aui funding. 



Developing New Sources of 
Student Financial Aid 

David R. Bauske 



Student financial aid plays a significant role in the success of 
community colleges today. If their mission of providing access to 
higher education to all segments of their coramunities is to be 
realized, the colleges must do more than merely open their doors. 
They must assist financially needy students in meeting the costs that 
accompany access to hi^er education. An open-door admissions 
policy truly provides access to higher education only when supported 
by a strong student financial assistance program. 

The office of student financial aid is one of the newer adminis- 
trative branches at most community colleges. Federal student 
financial aid did not exist in any form until the GI bill following Worfd 
War II. It was not until 1958 that Congress approved the first major 
federal student assistance program. This was the Sputnik-inspired Na- 
tional Defense Education Act, which funded lew-interest student 
loans primarily to engineering, math, and science students. It was not 
until the passage of the Basic Educatiotial Opportunity Grant (BEOG) 
program in 1972 that the majority of community college campuses 
created financial aid offices. In the dozen years since the implementa- 
tion of the BEOG program (renamed Pell Grants in 1 980), the 
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importance of the finaiu ial aid office to the success of the college has 
increased drainaticaily. 

Financial Aid Funding 

Administering student financial aid is "big business." 
Estimates of the total amount of student financial aid available for the 
1 984-85 academic year range as high as $ 1 8 billion (College Entrance 
Examination Board, 1984, p. 2). Of this figure, 51.7 percent is 
disbursed to students in the form of loans, 44.6 percent is grants, and 
3.7 percent is work aid (p. 4). Ten years earlier (1975-76), 
approximately $10.5 billion were available (Gillespie and Carlson,. 
1983, p. 5}. 

These total dollar figures tnask what has actually happened to 
the level of funding for financial aid during the past decade. When the 
figures for total funding are convened into constant. 1982 dollars, the 
years of greater funding are reversed. Funding for the academic year 
1975-76 in constant dollars' equates to 18.1 billion (Gillespie and 
Carlscm. 1983, p. 6} while funding for the academic year 1984-85 
drops to $ 1 6.3 billion (College Entrance Examination B6ard, 1 984, p. 
6). This represents a dramatic decrease in the amount of money 
available per student when one considers the increased costs of 
attendance at institutions and the significantly larger national student 
body. 

Costs and Axvards. Financial aid is generally awarded to cover 
both the direct costs of attending college (tuition, fees, books, 
supplies) and the indirect costs (room, board, personal expenses, 
transponation). The average nine- month cost of attendance at this na- 
tion's community colleges has risen from $ 1 ,386 in i 975-76 (Gillespie 
and Carlson, 1983, p. 20) to $2,560 in 1983-84 (College Entrance 
Examinaiion Board, 1984, p. 9). This represents approximately an 85 
fjcrcent increase in the averse cost of attendance. During this same 
period, however, the average amount of financial aid awarded at all 
types of institutions per one full-time equivalent student (FTE) rose 
from $1,236 in 1975-76 to $1,950 in 1983-84 (Gillespie and Carlson, 
1983, p, 20; College Enu-ance Examination Board, 1984, ' p. 9). 
Therefore, the amount of financial aid awarded per FTE rose slighdy 
less than 58 percent during a period when college costs escalated by 85 
percem. !f theanwunt of the average financial aid award per FTE were 
viewed in constant dollars, the figure would drop ft-om $2,151 in 
1975-76 to S 1,851 in 1983-84. Clearly the large total amount of 
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finimciii aid available today docs not indicate that students are 
receiving awards sufficient to cover their college costs* 

Community CaU^eAid Share. Because of the iow*cost nature of 
community colleges, they generally do not accumulate the institu- 
tional financial aid funds that are found at many four-year public 
institutions and most private colleges and universities. Only recently 
have many community colleges initiated institutional development 
projects and alumni contacis. These two areas» which have generated 
millions of dollars for the financial aid programs of private colleges 
and universities, have been virtually ignored by the community 
colleges. It is i he institutional financial aid funds, such as scholarships 
futided by development projects and alumni, that provide financial 
aid offices with the flexibility necessary to serve students with unusual 
talents, circumstances, or abilitk^^. 

It is nor just in the area of instltutianally generated financial aid 
funding that the community colleges api^bar to receive less funding 
than other institutions. A study conduaed by Nelson (1980) found 
that community college students appear to receive less than their fair 
share of federal campus-based aid (such as College Work Study, Na- 
tional Direct Student Loans, and Supplemental Educational 
Opportunity Grants) and of state aid in comparison with their 
counterpans at other institutions. This inequity does not appear to be 
present in the receipt of Pell Grants. No cause could be pinpointed for 
the community colleges' diminished share of campus-based and state 
financial aid funds. However, one possible reason is the expertise of 
the community college financial aid officer. Nelson found that^ for all 
typi^ of institutions at any enrollment level, **the aid officer at the 
connnunity college does tend to be the least experienced and to have 
the smallest staff* (p. 40). 

Impact of Current Funding. The current level of federal and state 
financial aid funding indicates that students are not as well off 
comparatively as in previous years. As college costs continue to rise, 
federal funding has continued at more or less a steady levcL 
Therefore, each year that same financial aid funding loses ground to 
increasing costs, and more and more students are forced to make 
unplea.sant educational decisions. 

If community colleges cannot find the funds to meet a 
student's needs, several alternatives exist for the student. He or she 
can reduce the number of credit hours attempted and work for 
additional money. The student may stop out entirely for a length of 
time to work and then return for a period. This cy^cle can then be 
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repealed. The student can •Shop around" for a different institution 
with a more adequate supply of financial aid funds. Or the student 
may simply give up on the idea of going to college at that time. If this 
hap fH-ns, the likelihood of the student ever returning to college is re- 
due ed. The optimum time to be able to meet a student*s needs is when 
he or she is eager to enter an institution. A severe disappointment, 
such as an insufticient financial aid package, greatly reduces the 
chances that the student will try again. Thus, adequate financial aid 
t an be as imponant to many students as the community college open 
door. 

Developing Sources of Funds 

The total amount of funding for student aid from ail sources 
(fedriaK siaic% institutional, and private} is declining. The one source 
that is demonstrating considerable growth is the private seaor, 
reprm'iHed primarily by foundations and businesses that suppon 
education (Hall, 1984), Because of their local nature, community 
cc>lU*ges have the ability and the background to work with regional 
foundations, businesses, and industries to secure additional financial 
aid funding for thc;r students. Also, at th'e local level, community 
collides ha\e the ability (w^hether exercised or not) to undenake 
dc^elopmeiu activities designed to increase their institutional student 
aid funds. At the state and, particularly, the federal level, individual 
colleges exercise little influence over student aid funding; however, 
when their voices are joined in organizations such as the American 
Association of Community and Junior Colleges (AACJC), they can 
better inOuetice the legislative process. Despite strong efibns by the 
AACJC, the National Association of Student Financial Aid Adminis- 
trators (NASFAA), the American Council on Education (ACE), and 
many < >i her sim ilar organizations, the total student aid funding level is 
inadecjuate and the future looks no brighter. Gladieux (1983) 
anphasizes this view in discussing the future of student financial aid: 
'*One thing is clear There will not be enough money to go ail the way 
around in the coming years'* (p. 422). 

locd Initiatwe$. There appear to be two approaches that 
colleges are taking in order to maximize their financial aid funding 
and help students remain in school even if the amount of student aid 
available is not adequate. These approaches are (1} developing new 
local sources of financial aid funding and {2} developing flexible pay- 
ment plans that allow students some additional options for meeting 
their college cost obligations. 
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Most coininunity colleges are likely £o be able to develop initia- 
lives that can result in increasing their institutional financial aid 
funding and in increasing their students* share of private financial aid 
funds. Because of the community-oriented focus and flexibility of 
these institutions, they have the ability to develop and promote 
projects that can demonstrate their value to significant community 
segments. Projects to develop new sources of smdent aid funds usually 
rely on strong institutional leadership and suppon from the entire 
college. Rarely can the administration of a financial aid office generate 
the staff time and institudonai suppon necessary to "sell** community 
funding of student financial aid without active college executive 
leadership. Cenainly this is as it should be because student financial 
aid administration affects almost every segment of the institution, 
including admissions^ student retention, budgeting, public relations, 
dc^^elupnient, student services, and financial management. 

Colleges develop funding sources by promoting the successful 
programs they have. Success stories tend to generate more success 
stories. For example, if a local corporation has hired several 
community college graduates from the electronics program and they 
hwe proved to be produaive employees, the corporation may be 
convinced by college personnel to sponsor a scholarship for 
electronics students. By supponing the elearonics program through 
student financial aid, the corporation may be helping to ensure itself a 
quality employee pool. Similarly, if the corporation enjoys success 
with the scholarship arrangement, it could be approached to support 
aid funding for other prograxiis frotn which it may hire employees — 
such as secretarial science, advenising, or middle management. 
Ultimately, if the relationship between the corporation and thecollege 
remains strong, the college could approach the corporation for 
unrestricted student aid funding. By this time, the corporation has 
had evidence that the college develops well-educated students 
dirough a number of programs and should be willing to establish an 
ongoing partnership of suppon. 

Funding Sources. Community colleges have a number of 
potential funding sources available to them. Included among these 
are businesses and industries, community organizations, founda- 
tions, unions, interested citizens, alumni, and even themselves. 
Although individuals within die college may approach whatever 
potential source of funds they think best, all approaches should be 
endorsed by the institutional leadership and coordinated to prevent 
duplication and the appearance of disorganization. 

Business and Industry, As mentioned in the previous subsection. 
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business and industry have ihe potential to provide funding for both 
restricted and unrestricted scholarships. Businesses and industries are 
not charitable organisations. Thry will want to see the potential for 
lienefus to themselves from their contributions. Certainly the college 
can provide well-educated employees for these organizations; in 
^iddition t he college can sometitnes establish specific courses required 
by the organi/.ation for its current employees. Often, the fact that the 
local community contains a quality educational institution makes it 
easier for businesses and industries to recruit and retain quality em- 
pU.^res. Thus, any collegiate approach to business should be 
predicated on ihe fact thai the college can provide a substantial return 
for a business investment in student financial aid. 

An example of a conmiunity college that has successfully 
d'^ eloped ? scholarship program utilizing funds from business and 
uuiu:vtj>' is lompkins-Cortland Community College. The college 
uiiiii^es tax deductible contributions from various industries to award 
sf he>Iarships for industry employees who want to further their educa- 
rions tColirj^^r of New Rochelle and The College Board, 1983). 

Cimniumty Orgamialions. Every community has a number of 
service Mid charitable organizations that provide scholarships or 
oihei ion •'^ of student assistance to local students. This source of 
sttuiriH 4nd funding is probably the most difficult to cultivate because 
ii t:. du; least sysiemati^ed (Huff, 1983), Among the many potential 
sctu>lar •^'hfp donors are Rotary ciubs, Elks, Jaycees, chambers of 
amnncnx Knights of Colun^bus, 4-H clubs, the PTA, and many 
otlier f 5 aten:iiies and sororities. Community colleges can gain access 
u> most of tlK se sources by actively publicizing the existence and 
scope of «{.c i'oik*ge*s financial aid program. Financial aid adminis- 
trators should porsoualize relations with these organizations by 
seeking f^uhhc-spCifHng opportunities and providing fin mcial aid 
su<; rss s'f;rje*'. 

fmiul:^wn^. Charitable foundations continue to provide 
tniliivnis (»f doHa.s ?n student financial aid each year. However, with 
the rea^t ii in federal ^iid state aid funding, the competidon for 
foundaii vn snoney is extremely fierce. Local foundations may provide 
fhe ->ieak sc c/poonunity for a community college to secure additional 
fifunci?! ai<l funds for the s^ime reason local industries contribute— 
I; hu al co jim niity aware of the institution's successes and its 
-nm mf, a>n*^aitment to cnh^nong life within the community. Any 
^. .cri;|>t.> to funds from a national foundation must be 

uii..- viipicc as a c^^Hege ronimitment, not just as a financial aid office 
^uesi Fiiundatio!*:; and thcfr various activities can be idctitified in 
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!i**\TraI ways. The Foundation Center ( 1 984) publishes the Foundation 
Dtredory ihziVm'^sdl large foundations in the country and their primary 
funding activities. Colleges can also discover what institutions have 
received grants from various foundations by reading the Cnronide of 
Higher Education. 

Vmons. Often labor unions offer scholarships either to their 
members or to the sons and daughters of members. Similarly, many 
unions have bargained for tuition benefits from their employers. 
Surprisingly, **?mpIoyees rarely use the amount of money earmarked 
in coiporate budgets" (Gladieux, 1983, p. 415), One way, therefore, 
that conimunity colleges can benefit from this unused source of aid is 
to protnote their educational opponunities to union members who 
have tuition benefits as part jf their contracts. 

Colleges can also explore other ways to make the return to 
college- more attractive for employed workers. For example, the 
College of New Rochelle defers tuition payments tor students who 
present documentation that they will rec<^Ke employee reimburse- 
ment (College .f^ New Rochelle and The College Board, 1 983), In this 
way, the student does not need to commit his or her own funds while 
waiting for the reimbursement arrive. 

Interested Citnem arui Ahnnm. It is only recendy that most 
commurity colleges have become actively involved in development 
and alumni activities. These activities have provided millions of 
dollars to private colleges over the years, and it is surprising that onI> 
now ^re most community colleges becoming involved. Development 
and alumni work can be utilized to iden ify pc tential donors to the 
college's SI uuent aid funds. Although idcntifymg donors is usually the 
result of the work of a number '^f individuals, it is often best for one 
college representative to explain the benefits of student financial aid to 
the donor. Particularly in the case of interested citizens who did not go 
through the college, it is essential that they thoroughly understand the 
good tfiat aid does and the students it can support. After a contribu- 
tion has been made, the financial aid office should keep the donor 
apprised as to the awarding of the funds and the beneitts the student or 
students are enjoying as a result. 

Alunmi tracking can lead to additional student aid funding. 
Successful alumni who valued their experience at college are more 
easily persuaded to contribute to an aid fund than strangers to the 
prcness. Also, sc holarships can be established and funded by each 
graduating class. A group contribution can yield significant benefits 
w hen individuaUontributions would not be enough for a continuing 
scholarship. 
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Colleges. Colk gei% ihenuelves contribute a great deal to financial 
aid programs both in terms of money and administrative effons to 
keep needy students enrolled. Generally^ community colleges have 
fewer instiiuiional funds available for student aid than other types of 
institutions. However, the use of these funds is limited only by 
ingenuity 

Many colleges have developed additional financial aid sources 
from within themselves. For e?cample, the Community College of 
Philadelphia has created an emergency loan fund by accumulating the 
college application fees. Another example of creative use of institu- 
tional funds is Beloit Collegers "world obligation scholarships.*' These 
are basically loans that carr^^ only a moral obligation to repay. They are 
repaid through tax-deductible contributions to the fund. The fund is 
expected to expand constantly since many fomier students continue 
u> coniribuie beyond the end of dieir obligation (College of New 
Rochelle and The College Board, 1 9SS). Institutional funds are rarely 
subject to the regulations that restria federal aid funds, and this 
/re^edom can stinudate the administration's imagination in finding 
creative uses for these funds. 

Alternatives to Expanded Aid 

Most connnunity colleges do not have enough institutional 
student aid funds to create many meaningful options for their 
students. However, they do have some flexibility in colleaing student 
pavnients. Among the various payment pfens found at. wlleges across 
the country are discounts on tuition for such reasons as the enroll- 
ment of multiple family members, the prepayment of a full year's tui- 
tion, or the recruitment of other students. Also, paying tuition and 
fec-s on the installment plan is becoming more common. In most 
cast s, this allows students to make payments at regular intervals 
throughout the semester. Many colleges allow credit card payments. 
In fact, DeVrv Institute issues its own credit card, which allows 
students to pay their tuition on credit and repay the debt at a 
percentage rate considerably below regular bank credit card rates. 

An alternative form of financial aid can be found in granting 
credit by examination. Academically superior students can "test out** 
of many hours of college work, thereby saving themselves the cost of 
attendance for those hours. Community colleges should be certain 
that their credit-by examination policies are clear and realistic. 
Comtnunity colleges can also encourage students to consider flexible 
work study approaches whereby they alternate terms of work with 
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terms of suaiy. Connnuniiy colleges already do a better job of dealing 
with alternate periods of work and study than do other types of institu- 
tions. Finally, community colleges should develop brochures and 
presentations to help interested students live frugaliy while they are 
enrolled. Consumer education should be pan of a college education, 
and, if some tips on smart shopping, purchases to be postponed, or 
getting the most apartment for your dollar, can help a few students 
remain in college, then the distribution of this information will be 
worth the effort. 

Summary 

Community college students are being squeezed in the vise of 
dtx reasing student financial aid funds and increasing college costs. 
While there is little that individual colleges can do to increase federal 
and state funding, there are areas they can pursue to develop new 
sources of student financial aid. With a united institutional leadership, 
colleges can ^vvk funds successfully from businesses and industries, 
community organizations, foundations, unions, and interested 
citizens and alumni. In seeking donations from the latter two sources, 
the community college would be well served by an active development 
and alumni program. Community colleges can also look within 
themselves to find ways of utilizing the funds that they have for 
student needs. They can also explore alternative student payTuent 
strategies and institutional initiatives to help students remain enrolled 
despite decreasing financial aid awards. 

Community colleges hold out the hope of a college education 
for millions of students. It is up to the leaders of those instuutiom to- 
develop the resources necessary to keep that hope alive. 
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Pie key to effictent and effectwe use of limited resources is 
ftwironmenthl scanning coupled with sound program 
tanning. 



Institutional Research: 
A Critical Component of 
Sound Financial 
Planning 

John T. Blong 
AdelbertJ. Purga 



The 1980s will be known either as the era of retrenchment and 
exigency or as the era of planning in higher education. It will all 
depend on how higher education reacts to the nmltitude of problems 
now facing our institutions. 

To understand the problems, we need to view the past as it 
relates to the reality^ of the present. In the plush times of the sixties, we 
dealt with problems of growth. The economy was expanding, enroll- 
ment of eighteen- to rwenty-four-year-olds grew from 1 S to S4 percent 
of the population, and both^gove mme nt and private donors were 
investing in higher education. It was truly the Golden Era. A new 
community college opened every two weeks, and major construcdon 
was taking place on almost every campus. We thought that good times 
would never end, and all of our planning (if it deseived to be called 
such) involved which land to buy, where to excavate, or which degree 
program to institute (Strohm, 1983), 
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Then I amr lUv dvd'mv of the Golcicn Era in the mid seventies. 
It was the end of the period of expansion and the beginning of the era 
of retrenchment, ahliough at that time no one really understood the 
en<»nnous implications of the turnabout in statistics (Devoky, 1979). 
Thv babv boomers were gone, the economy had slowed, inflation was 
rampant, and the esteem of higher education was at a low ebb. 

At first, the education establishment igtiored the problems, 
but effects of the decline began to have impact almost immediately. 
PcM)r fiscal management during the sixties had left the education 
community in no better shape than it was prior to that time. Bowen 
(1970) best described O'Neal planniiig of the Golden Era when he said, 
"The basic principle ofcollcge finance is very simple. Institutions raise 
as much money as they can get and spend it all" (p. 81). 

This lack of financial planning in times of plenty led to an 
emphasis on financial planning in the late seventies and early eighties. 
The nec<i was critical for solid management and planning, but, 
bee ause of higher education's laissez-faire policies of the past, none of 
the skills had been developed. As Keller (1983) suggested, "the era of 
laissez-faire campus administration is over. The era of academic 
strategy has begun" (p. 26). 

Higher education first looked to business and industry for 
soluiiotis. Seeing the problem as one of dwindling resources, educa- 
tion i c-ached for the solutions of efficiency that the private sector had 
to offer. Strategies such as the Planning-Programming-Budgeting 
System (PPBS) and zero-base budgeting (ZBB) were being instituted 
throUf,!tout the country at an unprecedented pace. The educational 
adtninistrators of the seventies were going to control their way out of 
the economic plight within their institution. With these new tools from 
industrv', they were convinced the\' could cut expenses and make their 
c urrent programs efficient enough to weather the financial storm. 

This new approach to managing de< line was only marginally 
successful. It did move many institutions from organized anarchies 
svith "tooth fairy" mentalities to institutions with internal 
accountability The educational community was looking at itself from 
ihc point of view of efficiency; specifically, it was asking itself, "In what 
manner and (|uantity are we utilizing our resources?" 

This advancement in tducational management (the use of 
"internal progranr-evaluation that includes tactical planning, fiscal 
de< ision niakitig. and accousitability) may only have moved institu- 
tions frcjm cxig< tu V to a state of stringency— and a degradation of 
(}uahfv. The focus was on efficiencv' measures, not effectiveness 
measures. 
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The irliatK f on efru icnty measures has caused institutions to 
focus on short-term goals, such as decreasing unit cost and increasing 
student-teacher ratios. This shon-tcmi approach to program 
planning may in faa be in confiia with the true goals of education, 
which arc nonnally long-term change in bo|h students and society. 
Tlie missing element in the approach to program evaluation is a 
commitment to a focus on the effectiveness of the offerings, whidi 
leads us to evaluate the long-term outcomes and values of our 
program offerings to both the student and the community. 

In other words, the missing elements in renewing the health of 
higher education are an awareness of the external environment as well 
as the internal environment and a commitment to react to both. This 
ability to react can only be accomplished by establishing program 
evaluation systems that deal with both efricienc>' and efleaiveness. 

Program Evaluation 

Program evaluation has taken on a heightened significance in 
institutional planning. Craven (1980) defines program evaluation as 
"the process of specifying, defining, collecting, analyzing, and 
inier{>retin*' infomiation about designated aspects of a given program 
and using that information to arrive at value judgments among deci- 
sion alternatives regarding the installation, continuation, modifica- 
tion, or termination of a program" (p. 4S4). Consistent with Craven's 
definition, the function of institutional research becomes paramount 
as we recjuire information about our programs, both current and fu- 
ture. 

The actual process of program evaluation thus embodies two 
major areas of analyses: cfTiciency and effectiveness. Various 
financiallv based models are available to aid decision makers in 
det< rmining a program's efficiency. As significant as the traditionally 
based efficiency measures, however, is the provision of data that allow 
mformed decisions on curriculum efiectiveness. As ofTea-d in the ' 
monograph "Postsecondarv' Program Evaluation," published by the 
Natienal Posisecondary Alliance (1981), many models exist thai can 
\h- nH)dified to apply to local needs. Examples of these models can be 
foi-ndac Brevard Community College, Caldwell CommunityCoUege, 
Midlands Area Technical College, School of Technical Careers at 
.Souflurn Illinois University, Trident Technical College, and Utah 
Te( hni( al College in Provo. 

As we begin to fornudate a program evaluation activity, the 
Histitutional research funaion becomes key to the collection, analysis. 
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tag hv broken cfown into (au-gorifs of past, present, and future, full- 
time and pan-ttnie, cofiipletion rates, and special populations. 

Traditionally based evaluation models have focused on such 
factors as physical facilities, equipment, materials and supplies, 
fat u!ty. enrollment, and enrollment projections. In an environment 
such as we find in the i980s and project for the 1990s, these factors 
nmst be supplemented by effectiveness measures if decision makers 
are to ensure the viability and success of academic programming— 
that is. if progratns are to be beneficial to the student seeking employ- 
ment or continued education. These effeaiveni^ss measures include 
atialvses of program development, curriculum improvement, 
industrial stanclards versus institutional program standards, job 
placement, and future occupational trends. Obviously, when we 
beghi to itnestigate effectiveness, we can no longer monitor only 
instiiutionallv based data. We must be^iin to learn from the external 
etivirofuneni whether that environment be defined as economic, 
political, ( ultural, social, or competitive. 

The use of external as welt as internal measures helps decision 
:Makers to brulge t lie infonnat ion gap between conmiunity needs and 
college serv ices and to assess both where the institution is and where it 
must be to serve effectively the needs of its constituency, both current 
and futun-. We can no longer rely totally on internal measures 
tvpically defitieti in the •"ealm of financial flexibility. We must now 
idetitify tretuis iit the external environment and the implications to 
our program decision making. There is no question as to the 
connimed significance of the role of the financial decision maker in 
anv program evaluation mcdel. Our challenge for institutional 
researc h in fact is, and will continue to be, to provide financial deci- 
sion makers as well as curricula decision makers with valid internal 
and external infonnation related to academic programming. "As 
platming and budgeting are increasingly integrated, the institutional 
resean h func tion is likely to become more prominent and more deci- 
sion oriented" (Omig and Caruthers, 1980, p. 360), 

Successful progiani evaluation is contingent upon useful, 
current information from the marketplace. These data, often 
pruV!d<-d through a needs assessment process, will aid the institu- 
tional decision makers in determining if an existing program should 
becontimu-d, deleted, or modified regardless of its cost efficiency, ft 
will also provide* insight as to what emerging curriculum area., the 
institution nsav wish to activate. 

Contmunity needs assessment can be an expensive 
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undertaking, csju i ialiy it outsicU-t onsultams are contracted to imple- 
ment the process. Many successful needs assesstnents have been fully 
implemented utilizing an institution's own staff and resources, thus 
keeping the cost to a minimunv One of the benefits of conducting 
one's own needs assessment is the involvement of the staff in the 
prcKress rather than only in theoutcomes of the activity. As we focus on 
the developnient of institutional cyclic planning processes; needs 
assessment will provide us with infomiation, that will allow 
congruence between the needed services of the college's clientele and 
the college's offerings and aid in the development of appropriate and 
timely instifurional goals. By using needs assessment as a two-way 
communic aiion channel between the constituency and the institu- 
tion, we will find ourselves in a better position to interpret employ- 
ment information and thus to align our services and ofi'erings 
at < uratcly . The needs assessment infomiation that follows focuses on 
the typical techniques of data collection, typical community target 
groups (constituencies), the typical datacollt-ction technique used for 
each target group, and a set of recommended procedu-es for 
ccjnducting a needs assessment. 

Five connnonly used techniques for data collection are the 
sum-v, social indicators, key informant, connnunity fonmi, and rates- 
under-treaiment approaches (Warheit, Bell, and Schwab, 1975). The 
two most frecjuentlv used types of data collection are the social 
indicators approach and the survey. The social indicators approach 
allows us to draw inferences of need from descriptive data, such as the 
United States census and federal, state, local and agency reports. The 
social indicators technique should be conducted prior to any other 
technique so that the researcher may develop needs assessment 
analvsis goals and hvpothesize potential conclusions. The survey tech- 
nique involves the collection of data from a sample of an entire 
population. The most conimon methods used with the survey tech- 
tti<|ue are personal interviews, fflephone interviews, and mail 
questionnaires. If conducted with properly developed and tested 
methods, the sur\ey technique can be the most scientifically valid 
method of evaluating programs or determining needs. \ 
The third type of data collection technique is the key infonr.antN 
approach. Thi- approach utilizes individuals who are most aware of 
constituenc-v needs. As the name implies, the key informant approach 
most (.ftt n involves personal interviews or telephone interviews. Key 
uiformants niav also be used in the fourth type, of data collection, the 
communitv forum. In the community fomm, individuals are invited 
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to panic ipatf in a iaige intt-ting with the goal of icientifyingthe needs 
of the service area. The community forum can also increase the 
involvement in the institution of key community individuals. 

The fifth type of data colleaion is raies-under-treatment. In 
this approach, we t>T)icaIly monitor the fates of various agencies and 
institutions within our service area to detennine the health of those 
institutions. For example, the census patterns within the hospitals, 
nursing homes, and other health agencies in the community can 
indicate the need for a nursing or allied health program. If these 
institutions' oc cupancy rate has been decreasing and is currently at a 
low level, we may infer that the potential employment of our college's 
graduates in the health area may be minimal. Most needs assess; lents 
arc conducted by utilizing a combination of these data collection 
methods for each target group. "Target group," or "consiiiuenc-y" 
rc-fc-rs to fhe homogeneous groupings of clientele diat may benefit 
from institutional services. Once constituency groups are identified, 
n-presentatives from that constituency group should be invited tc> 
panic ipau- in the needs assessment activity. When communication 
charmels between vaiious constituenc>' groups and the institution are 
utilized, the market dat^ ojUeaion will contribute to the strategic 
planning cfTons in ensuring the*- meeting of the clientele needs -xnd 
goals. 1 he following represents a typical list of constituency groups for 
a community college (this list is not to be viewed as all inclusive): 
business and industry, government agencies, high schools, human 
services organizations, minority groups, senior citizeVis, service or 
civic org-anizations, and' present students. The following represents 
sisggcsted data collection nunhods for each of these target groups: 
business and industry— key informant; government agencies— key 
infonnant and rates-under-treatment; high schools— survey; human 
service organizations—key informant, rates-under^treatment, and 
survey; minority groups— key informant, social indicators, and 
surveys; senior cici/.ens— key infonnant, social indicators, and survey; 
present students— survc7: service or civic organizations— key 
infomiant, ratcs-undcr-treaiment, and survey. 

Successful needs assessments have been conducted by institu- 
tions ufilizitig their own .staff and resources by adhering to the 
following steps: 

1. A necr^s assessment committee should be established 
within the insfi uiion with the purpose of identifying constituency 
groups 

2. The needs assessment ccfmmiitee then publishes the list of 
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to participate in a large meeting with the goal of identifying the tieeds 
of the service area. The community forum can also increase the 
involvement in the institution of key community individuals. 

The fifth type of data colleaion is rates-under-treatment. In 
this approach, we typically monitor the fates of various agencies and 
institutions within our service area to determine the health of those 
institutions. For example, the census patterns within the hospitals, 
nursing homes, and other health agencies in the community can 
indicate the need for a nursing or allied health progrant. If these 
institutions' occupancy rate has been decreasing and is currently at a 
low level, vvc may infer that the potential employment of our college's 
graduates in the health area may beminitiial. Most needs assess; lents 
are conducted by utiliEing a combination of these data collection 
methods for each target group. "Target group," or "constituency" 
refe rs to the homogenet>us groupings of clientele that may benefit 
frotn institutional services. Once constituency groups are identified, 
representatives from that constituency group should be invited to 
participate in the neetis assessment activity. When communication 
t hatuu'ls between vaijous c onstituency groups and the institution are 
utilized, the market data colleaion will contribute to the strategic 
planning efforts in ensuring thi* meeting of the clientele needs rind 
goals. The following represents a typical li.st of constituency groups for 
a community college (this list is not to be viewed as all inclusive): 
business and industry, government agencies, high schools, human 
servtces organizations, minority groups, senior citizens, service or 
civic t)rganizations, and" present students. The following represents 
suggested data collection methods for each of these target groups: 
business and industry— key informant; government agencies— key 
infonnant and rates-under-treatment; high schools— survey; human 
sei>icc organizations- key informant, rates-under-ti^atment, and 
survey; minority groups- key infonnant, social indicators, and 
sum vs; senior citizens— key infonnant, social indicators, and survey; 
present students— survey; service or civic organizations— key 
informant, rates-under-treatment, and survey. 

Successful needs assessments have been conduaed bv institu- 
tions utiliziftg their own staff and resources by adhering to the 
following steps: 

1. A neer^s assessment committee should be established 
within the insfi ution with the purpose of identifying constituents 
groups. 

2. The needs assessment committee then publishes the list of 
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lonstituent-v' groups thnHtghom the organization for validition. It 
deemed necessary, this process can be repeated using ti.c Delphi tech- 
nique luitil general consensus is achieved. 

3. Once constttuenc>'-group.validation is achieved, the needs 
assessment conmiittee selects representatives for a community forum. 
Each representative is typically a key infonnant with expertise 
pertaining to a panicular constituency group. 

4. When the community forum is convened, each group of 
constituency representatives becomes a subcommittee; th*.* 
subcommittee's goal is to recommend the appropriate method for 
data collection and perhaps propose what accomplishments are 
expected. 

5. The office of institutional research or some other 
representatives of the institution then proceed in the data collection 
priKcss relating to each target group. 

6. Once the 'data collection methods have been imple- 
mented, the tjffice of institutional research anal^-zes and synthesizes 
the mfonnatifjn and prepares it for discussion by a reconvened 

ccmununitv forum. 

7. Tlic comnmni:y forum provides recommendations based 
on the report from the institutional research office and these 
recommendations are then presented to the institution's key decision 
makers. 

OiKC the original community needs assessment has been 
conducted, we have set the scene for C7clic needs assessments. Each 
\-ear the listing of constituency groups should be validated, and each 
year the institution should assess a portion of the constituency groups. 
Thus, a three year cyclic pattern for the needs assessment process can 
be established. Under this model we will be communicating with each 
constituenc-v group once every three years, allowing us timely 
iitfonnation so that we may make informed decisions regarding our 
curricula. 



Summary 

Ifi this chapter, we have tried to focus on the critical nature of 
informed decision making, particularly as it relates to institutional 
vitalitv. Onlv bv a clear understanding of the needs of the communsty 
c an a community college allocate its resources in an appropnate and 
effet tive manner to enable the accomplishment of its mission. Since a 
majority of an institution's resources are allocated to curricular 
offerings, program evaluation becomes a vital link in determining the 
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value of existing programs as well as the emerging needs for new 
programs. Needs assessment, then, has become a new dimension of 
the institutional research job. We must be in a position to incorporate 
infomiation about the institution's clientele and the institution itself 
into delivery systems, operational strategies, and strategic planning. 
Needs asse ment, or market research, is a vital communications 
process between the seivice area and the institution. 
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AuxiUary ami sm ue nth*rprt%es may be operated by the 
college, by a separate corporation formed h the college, or 
by a contract or lease operator. The concern of the college 
should he to provide appropriate levels of service at an 
acceptable profit. 



Auxiliary and Service 
Enterprises 



Wayne /. Stumph 



"Auxiliary- cnucr}>riscs** is a label used in nearly every college in the 
United States. Closer examination reveals that individual coUeges 
apply this label to a varied collection of activities. There are also 
difFerenccs in the way auKiUary enterprises are organized, managed, 
and financed. The first step, therefore, must be to establish a 
framework for this chapter. 

The National Association of College Auxiliary Services (Clark, 
1984) provides a very simple, straightforward definitiion: **AuxiIiary 
services is that division of a college whose operanons furnish a variety 
of goods and services for the support of the institution's educational 
program" (p. I). 

The National Association of College and University Business 
Officers (Welzenbach, 1982) provides a description in the chapter on 
auxiliary enterprises and other services in its national business 
majiual: *'An auxiliary enterprise furnishes a service directly or 
indirectly to students, faculty, or staff, and charges a fee related to, but 
not necessarily equal to, the cost of services** (p. 197). 

I prefer to describe (1) what is possible and (2) what is 
happening in practice in various places. Each college obviously will 

Ci>iinMii!tif% ClnUrK'^. vKt— ^0 S^nFnnat^o j«>»r\ junr tJ3 
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adopt the organi/ational structure, operating policies, praaices, 
labels, and definitions considered reasonable and necessary for its 
own canipus. 

A Working Definition 

Auxiliary enterprises, as discussed here, are satellite business 
operations organized and operated by a community college for the 
benefit and convenience of academic departments, administrative 
units, staff, students, and other patrons of, or visitors to, the campus. 
This broad definition allows the individual college to organize a wide 
range of activities as auxiliary enterprises, charging the users or 
patrons for the goods or services supplied. 

Colleges use fund-accounting practices to maintain the separa- 
tion and integrity of monies that are colleaed and budgeted for 
specific purposes. A separate fund group for the collections and 
disbursements of auxiliary enterprises facilitates the whole process of 
charging operating costs appropriately to academic and operating 
units. As these units purchase produas and services from the auxiliary 
enterprises, the transaaion is recorded as a sale. 

Within this broad framework, all manner of noneducational 
services may be organized as auxiliary' enterprises. The most 
conunonly found auxiliary enterprises are bookstores and food 
serv ices. Food serv ices may range from a row of vending machines lO a 
four-star dining room operated in conjunction with a restaurant 
management program. 

Coin-operated vending machines, game machines, copying 
machines, lockers, and business machines are frequendy found 
auxiliaries, as are daycare centers, printing and graphics shops, and 
branch post offices. This list is far from complete; in some places, we 
might find bowling alleys, swimming pools, beauty and barber shops, 
bars, bicycle rentals, and riding stables operated as auxiliaries. A 
community college, though usually considered to be a commuter 
college, frequently has inquiries about housing and may wish to open 
a trailer coun on campus land. Larger colleges may open travel 
agencies; and, in states where gambling is legal, it is even conceivable 
that a community college could establish an auxiliar)^ to operate 
gambling machines. If the college owns aircraft and offers flight 
instniction, airplane rentals may be handled as auxiliaries; and if 
bicycles, horses, and airplanes are possible, we should rot rule otii 
automobile and truck rental. 

Departments that provide specialized services to the campus, 
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such as uiYiiv machine repair and reinaU maintenance, cleaning, 
security, photo service, and communication, are usually organized as 
administrative units or senice departments, but they can be 
organised and financed as auxiliaries if the college chooses. 

The chief distinction among administrative units, service 
dt^partments, and auxiliary enterprises is in the source of revenue or 
the method of financing the unit. An admiliistrative unit is usually 
financed by an allocation from the general fund budget and makes no 
charges for its services. 

A service department, on the other hand, is often set up 
originally from general funds and may continue to receive budget 
^illocatioas for a pan of its support. It usually charges other depan- 
ments for the products and/or services it provides, but a service 
department seldom, if ever, sells services for cash to individuals in the 
college unmnunity. 

An auxiliary enterprise sells products and services to 
individuals and charges depanments for services and products 
through inU'rdepartment transfers. An auxiliary enterprise should be 
self-supporting. Start-up costs sliould be borrowed from other funds 
and repaid from operations. 

Operation of Auxiliary Enterprises 

The activities that w^e have described as auxiliary enterprises 
are very similar to retail businesses. The successful retail business 
satisfies its customers, advenises, and controls its inventories, cash, 
and costs. It also takes risks, adjusts to correct errors as promptly as 
they are identified, and invests to grow and improve. These same steps 
will create successful auxiliary enterprises. With a captive clientele, 
auxiliaries can usually survive and grow without doing all of the things 
that a succc^ssful retail business must do. Today, auxiliary enterprises 
are a nuiftiuiinion-dollar o|>eration on the campuses of medium size 
comnumity colleges. Colleges need to organize auxiliaries for success 
in tenns of student and staft satisfaaion, financial return, and growtli 
or cuibac ks that keep pace with changes in the size of the campus. 

The organization of community colleges as regards auxiliary 
services is not consistent. The units that are described in this chapter 
ustialK repon to a business services officer, but they may be a part of 
student services, ac ademic affairs, or central administration, or they 
may be entirely separated from the college as a cor|>orate entity or as 
pan of a foutidation. Probably the most common situation is that a 
variety of these units are present on campus, some organized as 
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srrvkr cirparuiu rus or achirnu?iiraiive \niiis and possibly reponing 
through s« /eral administrative lines. 

Ideally, auxiliaries should be collected under one officer, 
preferably someone with a retail management background and 
orientauon. In a million-dollar-a year busitiess, 5 percent of revenue 
allotted for administrative overhead will provide a sufficient budget 
im a getieral manager to oversee all auxiliary enterprises. 

An auxiliarv' organization reponing to an academic or student 
services division may have a customer satisfaction orientation but 
may lack the management direction and control to achieve its 
objective's and secure the best financial return possible. An auxiliary 
organization reporting to a business officer may suffer neglect if the 
more urgent demands of other responsibilities, such as budget, 
accountifig deadlines, personnel, plant, security, and purchasing, 
have* to be given prior attention. It is also tme that a college business 
offux^r seldom has the retail background and orientation ^o provide 
ihv best management for auxiliaries. 

A gooci auxiliary manager will produce a high level of service, 
< reacive additions to campus life, and return more than enough added 
dollar vohime to pav the cost of the manager's ofTu e. 

Auxiharv' operations, when separated entirely from the college 
entity, are free from operatitig and fmancial restrictions that may be 
iujposed by law and personnel regulations that are attuned to the 
academic ratfu r than the business world. When college auxiliaries 
rea< h an annual salens volume of a million dollars or more, or have the 
potcniia! lo do so, the college should consider the advantages and 
disadvantages of plac ing auxiliaries under a foundation or separate 
corpora! ' structure. 

Whether auxiliaries are operated as a part of the college or as 
separate entities, poHev guidelines are important to their success and 
should be formulated by appropriate administrators and approved by 
the college trustees. 

Policies for auxiliaries should include, but not necessarily be 
limited to, pricing and profit objectives, service standards, policies for 
the disposition of earned surplus or subsidization of deficits, 
restrictions on types of businesses pennissible, and produa lines to be 
carried. Policy guidelines should also address the matter of 
competiiion witfi local trade. 

Management 

Conipeient management is an essential ingredient to success in 
any l>usiness. Not only should auxiliaries have a competent general 
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manager for the vninv group but tficy also ne^d strong depanment 
managers to operate bookstores, dininr rooms, print shops, and 
rental units. Excellent training workshop -* are available through the 
Naticmal Association of College Auxiliary Ser\aces, the National 
Association of College Stores, and the National Association of College 
Food Services. Good tnanagers need supfxm, rf»fi/>sher education, 
incentive, and stifficient authority to conduct ta. *o-day afTairs of 
the enterprise. The manager should be an iniportarit aiember of the 
long-^range planning team for the enterprise th?i is he manager^s 
responsibility. 

In commercial businesses, owners learn thai accounting 
controls must be instituted to protect their cash, inventories, and 
other assets from theft shoplifting, and employee dishonesty, 
Cc^lU^es mav be slow to implement controls. The responsible 
administrators do not have a personal stake in the assets of the 
enterprise and may feel a degree of distaste for procedures designed to 
c hec k and vc^rify financial transactions. It} fact, accounting controls 
not only Hrnii temptation and discover problems early but also 
provide a protection to the employee. Good accounting controls 
minimi/.e or c^liminate the possibility thai an employee might be 
accused falselv of being responsible for shortages. Auxiliary 
eiuerprise managers owe the assurance of good controls to each em- 
ployee given responsiblity for cash or inventory. 

Sei^ice Departments 

ScTVKc^ dc^partments, as we have mentioned, are college units, 
such as general stores, maintenance service, printing seivice, photo 
serv ice, and official laboratory^ machine repair, that exist to provide 
spec ialized service to the academic and administrative units of the 
colI(^p;<\ The cost of services rendered by service departments is 
usuallv billed \o the user department. Such billings should be 
measured carefully to reflect all appropriate costs incurred— both the 
direct and the variable indirect costs. » 

1 he iusi of service departments, as well as the quality and 
convc ni( ruc' of tiunr services, should be measured periodically 
against the cost of purchasing the serv ice from the nearby business 
ccHUrnunilv. 

A St n ic c^ depanment becomes an auxiliary enterprise when its 
sc micvs are extendc^d to students, staff, and campus visitors on a 
c harge basis. For example, a transportation serv ice department would 
become an auxiliarv' enterprise if it began olTering oil changes and 
lubrications to students and staff at commercial rates. 
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Other Revenuc-Produc ing Units 

Campus educational activities often make direct charges to the 
public atid collect cash. These include admission charges for athletic, 
dramatic, and musical performances, clinical services, and sale of 
gt>ods and services produced during instructional activity. In these 
activities, educational ohjeciives are far more important than the 
a)nvenience factor or pi^tential for cost recovery or profit. Such 
at tivities will be conducted regardless of the sales or charge potential, 
and ihcy should be managed by instructional or coaching staff. 
Auxiliary- enterprise units may assist with such activities by selling 
tickets or products in the bookstore, buying agricultural products for 
use in food service units, or cooperating to provide joint services. 

The Decision to Lease or Self-Operate 

AuxUiarv and service enterf>rises may be operated by the 
college, by a sc paraie corporation fomied by the college, or by a 
(cmtract or lease operator engaged by the college to operate the 
enterprise. The concern of the college should be to provide 
appropriate levels of service and convenience, and to maximize 
eftlcient and financial advantage from auxiliary and service 
enterprises. 

In dccidirig the appropriate organization and method of 
operarion, the college should consider these factors. 

# The importance of auxiliary- revenue to the overall college 
budget 

# The priorities assigned to the time of the college adminis- 
trators—The college must realistically assess the administra- 
tive time available and its most effective use. 

# The si/.e and growth potential of each existir^g 01 contem- 
plated auxiliary— Small size and small market potential 
seldom produce business success. 

# The availability of viable lease or contiact alternatives- 
Experienced lease ojH^rarors may not be interested in small 
can^ puses or remote places. 

# The ability to attract and retain experienced and competent 
niatiagement under existing college personnel polic^Timita- 
lions. 

m The pres<*nt level of serv ice, profit, inventor), and manage- 
ment conditions in each auxiliar>^ unit and any corrections 
that may be necessarv^ 
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The Future of Auscsliary Enterprises 

Community colleges must face the question: "What are we 
doing in the retail business?** Certainly, retail business is not a 
primary purpose of a community college. The historic answer has 
been: *'to provide a necessary service and convenience to students, 
stall, and visitors/' An additional incentive has l>een to provide 
opportunities for student employment on campus. 

In addition to the traditional reasons, we now find that 
properly pK nned and managed auxiliary enterprises can produce 
substantial icvenue, as well as service, convenience, and student em- 
ployment. Many colleges, unable to obtain enough suppon from 
student charges, government appropriations, gifts, and grants to 
maintain and improve the quality of educational services, are turning 
to auxiliary enterprises for their profit potential, 

1 n the wisdom of the ancient injunction that ^'whatever is worth 
doing is worth doing well," community colleges will provide more 
and better auxiliary enterprises as the colleges mature and develop to 
their full potential. 
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FiMdl stnn^f'nan havr added an entrepreneurial 
function to the biiswess ojjker's pb responsibilities. 
Besides funds management, administrators have netv 
roles in grants and contracts management and in the 
soluitatmn (fpm ate and corfmrate donations. 



Strategies for Generating 
New Financial Resources 

Bernard / Luskin 
Ida K. Warren 



Fund raising at ihe conununity college has come a long way. Hard 
(X ononuc linics, changing social priorities, and new, costly tech- 
nologies have tnade college development a top administrative 
priority. Today, and in the future, the best development people will be 
diose who are members of a management team. After all, a good 
developnicnt program is the job of a lot of people, and, while it is 
St retelling things to say that development is everyone's job, certainly 
ail n{ the key people in any institution need to I e involved. 

lhi$ chapter discusses the team approach to college 
development and examines the role of grants and contracts, founda- 
tions, business and industry donations, alumni associations, and 
p!ann(*d giving effons in community^ college financial resource 
development. 

The Team Approach 

The DeiHiopment Ofjke Team. A successfid chief development 
offu iT is a builder of effective teann, beginning with his or her o\sx\ 

f) |.4ttt|«iirH t ^'^f^ie'hfisr^ htn-4ti«i'il Managffnfnf Vr^ n»ir< Iw^n* i<?f tjts 
i ♦Mt»it,iMWv * "Hfttf^. {HI so S^n f ttMi»v> ]i»%%<-v B4^«» juMr • ^ 
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staff. I ram spiiit in losu iril l>v the clcvrlopinou oHlccrS sision of 
uhicving a balanced pio^rain ilm oHers a bioaci spcdruin of 
opp«>rtunincs to a |x>tential donor. Thr devcloptnent person knosvs 
ihai the plan that offers maximum benefus for all panics offers the 
greatest sense oi saiisfaeiion for the donor and the most benefits for 
the institution. 

But lunv does a cievelopment offuer go a!>out impletnenting 
tliis vision:' He or she puts all possibiUties in perspective by using a 
prioritv list that is intetided to reflect institutional policy. This list, 
ahhough only for internal use, will remind stafTmembers that all gifts 
are dc sirable and net cssaiy. Some gifts benefit the institution sooner, 
but, if the 1 ircunistanc es of the dcmor dictate using one fbnn of gift 
ovcT another, each gift should be greeted with ec|ual eiuhusiasm and 
appreciation by the development team. 

N< M Mie cjuestions that an outright gift is the most desirable. But 
if a donor rannot nutke an outright gift, a pledge that is payable over 
three to five vears and can be spent when received is a welcome gift. If 
diose I wo forms are impossible to achieve, why not suggest a gift 
annuitv cn a i hanta!>ie remainder trust? Finally, there is the bequest 
bv \m\1 

I be initiation oi a prioritv list will enable all dc^eloptnent stafT 
niembers to keep in mind the importance of eachgih. Noonefomi of 
givmg slumid be urged on donors when it is noi in their i>est interests 
or bee ause tlie development staff n)eml)er has a specialty and can't 
resist usin^ it, 

Rolt^ of ike Business Office. If an institution has a developtnent 
of ill e, that oifict^ nuist reach out u> other institutional areas for team 
suppon. Ahhough marketing and adnnnistrative plans begin in the 
developnunt oilice, the l>usiness ofTice innnediately becomes 
involved wrh the operation of thenu and the deselopuK-nt policy and 
operating ptocedures nmst delme clearly the role and rcspon- 
sdMluies oi the businc^ss oiiice in trust tnanagettient, investmetu deci- 
sions, and program accounting. Routitie matters, such as sending tax 
reports a tui t rust reports to donors and mailitig checks on time so that 
donors know which gift prompted payment, affect the attitude of 
donors as well as ihi possii)ility of future gifts. Every transaction mu'^t 
reflect a( i uracy, prompuu'ss, and courtesy. It is not an easy job, but u 
is 4 rucial lo all developnient endeavors. 

7'^^' Solieitaiion Team. The succvssfu! developnu^m operation 
fnnl<is {'itiHOve soiiritafion teams composc^d of institutional leaders 
an<i powerful fVit*n<ls. A recent stnvcA conducted l>y the Council for 
Advancemem and Suppoii of Education (CASE) (Winship, 1984) 
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slu ds light on thr « «Ht|jnsiri{)tH)f {lu-st- solic itation teams and thorda- 
• tivr t fleet ivfi jess of each categorv of leadership. The sim-ev points to 
the ini|K>nancc of institutional leaders to devclopnieiu efFons and 
notc^s duti, ^'notorious though many of our presidents are for iheir 
diMlainiersot fund-raising prowess, most institutions lookto thetn to 
take the* lead, atui apparently they are doitig so— successfully. This 
inay he nothing new, hut the afthination is wekonie ' (p. 5), 

Likewise, chief development officers and their senior 
dcvt lopnu nt assoc iates are effective solitation team members, and so 
arc vohmteers. Volunteerism has heen described as diminishing, but 
i!u- CASK siavev suggests differenily: "ThcTc may be a reordering of 
the respec tive n^Ies, with professional staff moving more promiiuntly 
into {rom-linc positions, but there is no general sense of less 
volunu cTism" (Winship, 1984, p. 5). 

A dc vrlopmcnt program has only a small probability of success 
wiihoui team skill building— first on the level of the core ofTice, then 
on ihv iusumtional management level, and fmally on the presidential 
atut govff fuug hoard lc*vel. A fitll cotimiitment is needed to maximi/e 
all efforts \n this direction. An institution nutst want a development 
program, not fear it. The institution must niake a shon-term invest- 
uwni of adecjiiate money to etisure a siKcesslul program that will in 
turn produ< t' assets and enable the leadersliip to plan for the future 
with ccHifidrnce. However the effon is structured, it must {>e well 
tlu>ughi out and have an insiitiitional priority. 

Establishing a College Foundation 

Ace'orditig to Sharron (1978), there are iwo purposes for estab- 
lishing a commumty college foundation: **{o provide an alternative 
vehicle for contribution of (und% to support activities and programs 
at the institution that are not adequately being finided through tradi- 
tional resources . . , jand) for public relations** (p. 2). 

As has been pointed out by Kopecek (1980), the creation of a 
foundation offers an advantage both to the donor and to the institu- 
tion. SU)^v foundations can be incorporated under state law so as to 
c|ualify for federal tax-exempt status, donors who contribute to a 
foundation receive a tax deduaion, whereais the same donor, if he or 
she w^ere to give directly to a public college* would not receive a tax 
benefit. This tax benefit creates an incentive for the donor and a 
benefit to the conuiutnity college in the form of increased giving, 
which, in turn, enables special projects to be conducted with the 
monies donated to the foundation. 
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Of iour^c. su-ps in \\\v dcvc^opnu ni c>f a foiuhiatinn will varv' 
from suit- to state, but according toSharron (1978). who studied 1,0S7 
public connuunity coHeges, there are four general piiases of 
cirvelopniefU througli wltich all successful connnunity college 
foundations evolve. This process g<*nerally takes from nine to twelve 
months to complete, and each step is cmcial to success. The four 
phases are: (I) organizational and adminisuative period; (2) educa- 
tional awareness period; (S) connnunity rc lations period; (4) planning 
auii implementation period. 

Phase one is comprised of six distinct activities: establishing a 
foundation comfuittee; discussing foundation models; reviewing 
concepts; identdving contact persons; presenting proposals to the 
tmstees; and garnering board sanction. The process of staning up is 
critical. The foundation first net^ds friends and a special focus. The 
role of f he foundation nutst be distinguished and assigned an exc lu- 
sive area of progr-mming with which potential contributors can 
rc^aciilv idc riiifv, A pattern of such program activities has emerged that 
Has proven to be made up of gcKid "starter'' prc^jects: scholarships; 
factiliv dtAelopnu-m; -ultural programs; and matching money. 

The second phase* devek^pmetu and organization, consists of 
three ituijor activities: the ideniifkation of board membc^rs; the 
development of brocluires; and the preparation of a muhnncciia 
presentation. Both the brochurc^s and the multimedia presentation 
nmst Ije made brief and sipecifk to the foundation in order to be 
cffcH tiv(\ 

The* selection of the foundation board and its composition will 
make or l>rcak the founciation. The selection process must be 
conductc^d in sue h a way that the entire college feels ow^t^ership in the 
foutidation. Some c olleges have askcxi faculty and staff to nominate 
l)oard metnbcTs. This accomplishes T\%x> things: It lets evervH>tie hncnv 
iha! a foundation is beit^g established, and it sends out ihc message 
ihai the foundation will serve the entire institution. U is also important 
to separate t lie foundation board from the board of tmstees. Trustees 
are picked to act as administrators, w^hereas foundation board 
mc ndu rs arc- pic keci to act a.s fund raisers and sliould be chosen as 
sue h. 

After the foundation board is selected, very careful attention 
rntist be paid toihelnsi meeting. To get the first board meeting offto a 
gocid siAVi, the c <^H<*ge mav nc*ed to hire consultants. Consultants can 
help c larifv t he roles of t be boaici numbers, and^ as outsiders, they can 
sav things that institutional leaders might find awkward to say. Ihe 
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t on^iuhaius c an also help iivivnninv a realistic plan of action and an 
atlendant timetable that ensiures the success of the first venture. 

Phase three begins the administrative cycle. Typically^ the 
foundation bc)ard has a ktckofF dinner and presentation. The meeting 
following the invent is used for the eleaion of officers and the 
ideniification of other potential board members if the board is not 
totally filled. At this time, the Imard ratifies its anicles and bylaws so 
that they may be fomtally filed, along with tax-exempt status papers. 
1 he board i^i then ready to turn to the business of the foundation. 

Phase four consists of planning and implementation. During 
this tinu% the : wd busies itself wnth the setting of priorities, again 
looking for special-foais projeas and ordering them so as to reflect 
the collegers financing plans and priorities. By this time, the first year 
is almost over, and it is time to implement the plans for the second 
vear. This ush< rs in the last planning phase— that of cotiimunity rela- 
tions. The special program priorities must be well publicized through 
a hard-hitting publicity campaign. Personal contacts must also be 
expatuied to find friends of the institution who are also community 
leaders willing to volutuc er :»:'rvices to w^ork on one special project. 
Once persons who are rtrogni/ed leaders show their support, it 
becomes **the thing to do" and others quickly follow suit. 

The foundation is now launched and its success will depend 
upon the a>nnniiment of the chief executive ofTicer, the work of the 
Ix^ard, and the appropriateness of the foundation ji goals for general 
public support. 

Alumni Assocfations 

Although most community colle^ges have not yet formed an 
alumni association, alunmi are of increasing interest to conununity 
( olIeg<^> bec ause tht^ can adc' to the financial suppon basi^ of the 
college and enhance the collegers public image. 

Dr. Isaac Beckes (1984). a president of Vincennes University 
(Indiana), pioneered the development of community college alumni 
assoc iatioHs. In I95S, an aJumni office was opened at Vincenties as 
pan of the OfTue of Public Relations. Later the Office of Alunmi 
Programs was established and a full-time director was hired. When the 
college estal>lishcd its foundation, the Office of Alumni Programs was 
nuived organisationally, and the alumni director reponed directly to 
ihe director of the foundation. This office has worked so well for 
Vincentu s that today three alunnn chapters have been established. 
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Recently, a planning group was fonned consisting of past 
student body ofBciais. The group nun to detennine ways to promote 
the college and to provide a mechanism for former students to 
participate in college aatviiies. From the beginning, Beckes has 
stressed the importance of graduates' aid to the college. Alumni can.: 

• Help to interpret and improve the college's mission 

• Assist with the recruitment of students and help increase 
enrollment in academic transfer programs 

• Assist in tracking alumni 

• Help to impro\e curricular offerings by suggesting new 
programs 

• Become involved in the college's activities 

• Help organize alumni chapters throughout the state 

• Provide financial assistance. 

1 hese .seven areas could serve as a basic set of activities for any alumni 
group. 

Alunuii programs offer a means for graduates to be helpful to 
their ahna maUT as they pursue their goals and progress m their 
carec-rs. The next ten years will be challenging ones for community 
colleges. Alunmi can help us meet this challenge. 

Planned Giving 

William B. Dunseth (1978) recently reported to CASE 
n»einl>ers that, in just t\/cnty years, planned or deferred giving has 
moved from a somewhat hazy concept to a formalized program. Yet 
Dunseth ft)und that only 30 percent of -nstitutions suiveyed by the 
Council for Financial Aid to Education (CFAE) reported full 
programs covering life-income §ifts and annuity programs. This is the 
area <)f the future in development work and institutional financing. In 
faci, there is evidence based on recent capital campaigns that a very 
high proportion — somctinjes as much as 75 to 80 percent— of new 
endowment monies has come through annuity and life-income 
programs and bequests. This means that no chief development officer 
lias the luxury of neglecting this area. 

Vet such a program is not the responsibility solely of the chief 
development officer. A program of planned giving has only a small 
chance of success without the commitment of the institution's 
prtsideiu and board members. As in other segments of a 
<ievelopment program, th< solicitation of annuities and charitable 
trusts will be most effective when carried out according to policies and 
'guidelines adopted by the governing board and the president, and 
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With aciec|uatrttiiu* and budget. Il takes time and attention to develop 
an understanding of the various plans, the obligations, and respon- 
sibilines of the institution. It is unfair to judge the success of any 
cic^elopnient program in less than three years. In addition to a need 
for coi!i|>etent staff, the college should be wiping to spend monies in 
this as in other development areas lo *'send personnel to conferences, 
hire professional counsel, ami spend considerable amounts on 
brochures, mailings, luncheons, banquets, cocktail parties, and 
meetings to plan and cany out the program. . . . Fitting the plan to the 
donor takes expertise and time. An unskilled person cannot do it'* 
(Dunseth, 1978, p. 21). 

Bentfiti, All planned giving programs have four connnon 
characteristics: ( i ) the gifts are inevocable; (2) the right to use income 
or property is retained by the donor and/or others; (3) there are tax 
beru^fits for donors (income, capital gains, estate, and inheritance); 
and (4) the renuining principal at the death of the last beneficiary ir 
available tot use by the institution. 

1 he donor receives several benefits: the opportunity to make a 
gift dunng his or h;T lifetimt^ when income catinot be lost; the chance 
to make a larger gift than could be made as an outright gift; the ability 
both to make a gift ancK at the sanu* time. Up reserve income for life to a 
beneficial^; encouragemerd to l>egin the estate-planning process; an 
opportunity to < reate a memorial to honor others; gratification of the 
i4rge to givc% and tax benefits. 

l o the institution, there is the benefit of attracting gifts that 
caunt>t be revoked, the assurance of fimds for the futun% and the 
abihtv to plan for the future with some confidence since the assets are 
in hand. The different ways of facilitating planned giving are deferred 
gifts, the pooled income fund, and charitable tmsts. 

Deferred G^s, A donor may {>e able to claim a substantial 
deduc tion for a gift that will not be received by ;he institution until 
scnne rime in the future. This is accomplished by using a pooled 
income fund or an annuity tmst or a uniuust. When ca$h, securities, 
or real property are made contributtons, the donor djndnues to 
receive t he inrome— usually for his or her lifetime plus the lifetime of 
liis or hcf spouse. At the end of the time, the property belongs to the 
institir tion. The tax benefit, though, is not defei red but begins imme- 
diately fer the donor The donor takes the deductior in the year the 
coturibuf ion is made for the value of the property less the value of the 
<*xpected income. The amount of deduction can be determined from 
tables based upon life expectam^y and expected investment yield. 

Jn^ed tncame Fupd. This plan involves very little paperwork 
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antl few legal (uitjptic aiuuis A collrgt- rstabiishes a pooled income 
fund- Gifis tVoni all the (ionurs ^re conuiiingled and managed by a 
professional in the way thai a 'niiiual fund is fiianaged. The donor 
receives a steady annual income based upon current yields and con- 
sisient with his or her share of ihe total assets in the fund. Thus, 
through the gift, the donor may be able to increase his or her annual 
income, elimitiate potential capital gains tax, and reduce his or her 
e*'* jite tax. If the donor donates appreciated securities, the tax bencfu 
will be maximized. Thus, this plan has a lot to ofler to the potential 
donor, and it should be very easy for the development team to 
^*sell" 

Charitable Remainder Annuity Trusts and Unitrusts, These tmsts 
work in nmcli the same way as pooled income funds. There arc two 
major differences, however. First, the trust is created by the donor, 
and its assets consist only of the funds or propeny the donor 
c out ribiues- Second, ihv tionor sets the amount of income to be 
received rather than receivirtg a prorated share, as a donor would in 
the case of a pooled income fund. This alknvs the donor to design an 
arrangement thai meets his or her financial needs. Additionally, these 
trusts allow n>ore flexibility in the tyj^es of property that can be 
donated. Mumcipal bonds may also be used so that the cionor can 
receive tax-free income. 

IJtuicT an annuity tmst, the beneficiary receives a fixed dollar 
anunmt each yc^ar, but that amount cannot be less than 5 percent of 
the original value of the tmst assets when tlie trust w^as created. The 
unitrusi is sci up so that a beneficiary receives a fixed percentage (no 
less than 5 percer> of each year of the value of the assets held in tmst}. 
For further discussion of annuitv tajsts versus unitrusts, see Cooper 
and Lvbrand (1984, p. 

Evaluating a Planned Giving Program. The Lilly Endowment 
financed a two year study to determine the relationship of cost to 
benefits lor an institution of a planned giving program, and some 
general tenets were established. One is that each institution must 
refine its own plan and set its own criteria for minimum ages and 
amounts. Where these differ, results are not comparable. Second, the 
longer a college tnust manage an agreement and/or the higher the 
payout, the lower the benefit to the college. Third, personal solicita- 
ticm works fitter than a mail campaign. Fourth, donors who are 
strangers to the coU^e will give for the tax benefit. Fifth, the direaor 
of such a program should have special expenise. In sum, each institu- 
tion will have tts own criteria, monitor its program, and tiiake deci- 
sions that are in its best interest. These programs are the fastest 
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growing sources of income for institutions anci represent yet another 
way an institution may ofTer donors a choice of giving best suited to 
their circumstances and objeaives. 

Corporate Giving 

Probably the most elusive area of fund raising is corporate 
giving. The Fiier Commission, with all its power and prestige, did not 
deal with it except to say that it was "unimpressive and inadequate" 
and to urge corporations to increase their giving to 2 percent of their 
profits (they arc currendygivingjust below 1 percent). Yet the truth is, 
someone is giving away corporate money ($3. 1 billion a year), and 
someone is getting it despite the rhetoric to the contrary. 

If you ask a corporate executive how to approach a corpora- 
tion, he or she will probably say to approach the corporation 
confidently, but Tint do your homework— get to know the corpora- 
tion; the- personalities, the corporation's interests, its programs and 
goals. I he executive will then probably say that the interests of the 
sttK-ki.olders govern contributions. This, of course, is good advice, but 
there are nagging inconsistencies of which a chief development officer 
nuist be aware. Shakely ( 1 983) of the Grantsmanship Center gives the 
dearest elucidation of the problem: 

For I hose corporations that have stockholders, let's look at how 
(hey work. Cities Service Corporation, the oil company, has 
over 1 35,000 stockholders, yet fewer than 1 50 showed up for 
the last annual stockholders' meeting. This pattern is not 
unusual at all. . The SEC does not require any philanthropic 
information in the annual report to stockholders, so the vast 
majority' don't know where, or if, the corporation is giving. 
Corporations are controlled by management, pure and simple, (p. 47). 
To understand what a caiporation believes, then, one needs to 
know what its management believes. A good source of information is 
Who's Who and Who Was Wha Both give brief biographicsl informa- 
tion on many cc>Tporate leaders; the data provided include awards, 
offices, boards, and other community ties. It is also a ^od idea to 
check with local chambers of commerce, which publish direaories of 
local corporations. Finally, if a corporation has a foundation, it must 
publish a form detailing eveiy gram made by the corporation 
(published in Corporate Foundation Profiles). (It is important to keep in 
mind, however, that a corporation is just as likely to give directly, in 
which case nothing may appear in that publication.) 

Because corporate giving tends to be local in scope, a personal 
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approach usually works betUT than It does with large foundations. Yet 
this can Ik- both a strength and a weakness. The access to a t orporate 
leader is tiigh, but not everyone has developed the skill needed in the 
approach. Although the development officer may intend the first 
meeting with the corporate executive to be just an "infomration 
sharing." and although bt>th may have agreed to this, one must be 
prepared to make a full presentation, as there may not be a second 
chance. Corporate executive officers (CEOs) ptide themselves on 
making quick decisions, and there is a good chance that the CEO wtli 
decide at the initial meeting whether to give or not. One secret is to 
bring a friend along who has some personal or peer relationship with 
tht CEO. It is even more important to be accompanied by a local peer 
when contacting a CEO who is halfway across the country. 

When meeting the CEO, keep in mind the ten rules proposed 
by the Grantsmanship Center; 

1. Make sure that you have some infonnation about the 
person with wht)m you are meeting. 

2. Never go with a prepared text in your head; you must listen 
with extreme care to the person you are meeting in order to decide in 
which direction vou should move. 

3. Have notes jotted on a note pad in front of you so that he or 
she knows vou are prepare<i. 

4. Most individuals of stature do not like long meetings, so get 
to the point once you have detennined the directions you need to 

take. . 

5. If you are with others, observe protocol in addressing the 
person; even if vou are on a first-name basis, condua yourself in a 
fonnal manner, in private, be formal until he or she makes a point oi 
letting vou know that that isn't necessary. 

6. Most people feel that your dress is a reflection ol your 
atftiude toward them. It is therefore extremely important- to dress 
meticulouslv for these sessions. Dress is also a measure of success. No 
om likes to become, involved with someone who does not appear 

successful. , 

7 . Be aggressive (but not obnoxious or overbeanng). even it it 

destrovs vour insides. 

'8. prominent people will want to help if you are sincere and 

rcasoitable, 

9. Be honest. If prominent individuals find you have misled 
them, you will lose not only their respect but also that of other 
individuals with whom they are in contact. 
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10. Rvdd a gcMui fxHik on how to be a lobbyisu 

There are five basic areaj^ of siipport from corj^orations that a 
development ofFscer should consider. Each is discussed in the 
following siibsections. 

Outright Gifts and Grants. Outright ^ifts from corporations tend 
to besnullerthan those from foundations. If the corporation does not 
have a foundation, it tetuis to give through program gratits. Many 
corporations, including some o{ the largest, tend to give 
geographically, based on the percentage of workers in the area. 

The following are four common types of outright gifts from 
corporations: 

1. fht' (hrk out th' dmn —Thvsv are small grants— $100, for 
example, to purchase tickets— for a wonhy cause. 

2. Genet ah lipport contnbiitiom—Th^%^ are gifts made to agencies 
and msiiuiiions more out of overall respect than for a project- Most 
corporate gifts to higher education are of this type. According tonhe 
(;ranismanship Center, new or less established institutions may find 
these ditiic uU to sec tn e unless a direct link between the company and 
the institution can be made. 

H. l^iigrammatu grants — Thvsv are grams for specific projects 
aciciressing s|HXific problems. This is the type of gift that corporations 
ihat have cietmed objectives prefer. 

4* ('orporate-sp^msored projects— Thv%^ are projects that the 
companv initiate's and carries out by having an agency or institution 
tielivc r the project services. 

Matching Grants. The fastest growing area of corporate support 
is that ot matching grants. Some corporations are now extetrding 
matching gifts to art groups, hospitals, and the public media. Some 
companies match dollar for dollar up tc^ a set atnoutit, while others, 
like Exxon, match three to one. This is popular both because it is sc^en 
as an employee bencTu aixd because it fosters gocxi will for the 
cor]fK)ration. Almost 700 corporations now have some fomi of 
luatdiiiig gifts contributions prograxii. 

Voiut^eerUm. Another form of contribmion cjomes from 
released staff time or volunteerism. The Filer Commission reported 
that 92 percent of CEOs saici they did philanthropic work during 
company hours. Some spent as much as live hours per weeL Ifhereare 
three major models of support of this kind: 

I. The company mcenlivc ^-ogram is a program whereby the 
c ompany w ill suppoti cotnnum. v organizations in which a company 
employee is a volunteer. To get funds, the employee must write the 
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itx|ursu dcscnlu ih< projrc diid iidtnil' ihv dnumni requested. Nintry 
percent of all employee requests are gratued, according to the 
Grantsnianship Center. 

2. The Imned executti e program is a second model. Under this 
program, an employee receives release limc to work full-time for a 
nonprofit oi^^ani/.ation for periods up to a full year. The corporation 
pays the loaned executive's salaty. 

3. The corporate volunteer program is a mode! where corporate- 
wide volunteering focuses all employee volunteer efTons on one 
program area cht)sen by the corporation, 

fn-Kind Gifii, In an in-kind gifts program, a corporation 
donates an inventory^ item rather than declaring an inventorv^ loss. In 
order for the corporation to take this deduction, the receiving institu- 
tion m ust write a letter to the corporation certifying its nonprofit status 
and Mat i tig that the item will not be resold. 

Pooled Corporate TrtnL The pooled corporate tmst is a recent 
innovation Ihuler this arrangement, an institution needing mojncy to 
c onduc t a t hrre yt*ar projec i may fmd more acceptance from corpora- 
tions through the \nisx, l e t us say ten corporations agree to loaa an 
educational institution $2()(),{)00 each for three years, ec|ualing a 
pooled tnist of two milHon dollars. The institution keeps the money in 
trust, using the interest received, say S200,000 a year, to conduct the 
projcTt. At tlu* end of the third year, each corporation receives back 
the amount it pooleci. 

Summary 

1 here arc numv approaches available to community colleges in 
generating new fmancial resources- Seeking grants and contracts is tlie 
most ccnmion. More than 300 federal categorical progiam titles are 
ac < < ssible to c onnnumty colleges, yet most colleges only deal with the 
wefl known dozen. Project development for these programs requires 
constant effon, but it can pay significant dividends. Unsolicited 
casKiucts are less common but offer a fertile new source of fiin<is. 

Foundations are new but are becoming more conmion, aiid 
iechnif|ues in using foimdations are worth sharing anumg 
ourselves. 

Biisitiess and industry^ donations constitute atiother new and 
growing area, and, while the technique and viability of using alumni 
associations to generate fimds has yet to emerge, there are a few of 
these organizations around the nation that show promise. 

Industiy contracting is another developing resource, and we 
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will he re acting uunv ahoiit this area in the liierature in the near fu- 
ture. 

Money moves people and people move programs. 
Development is iniponani to the viability of college progtains hec ause 
of the impact of funds on the institution and ultimately the students— 
and, { suppose-, a hasic cpiestion underlying the issue of new resources 
in tinu's oi declining hmds is '%vhere*s the buck?" 
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t iery msfttutum, rrgardh'w of \izt, drsen^es mature 
fimnaal management. Somexvhere amid che piinkise 
orders, budget pmitouts^ and campus trajftc tickets,- there 
must he help for the campus bminess offker as she or he 
uears the investment manager's hat. 
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Oiw way ic> gaugr ihc^ fuiaiuial maturity of an educational institution 
iMocvaluateiiscnciowmcm and reserves. S<)m< large universities and 
oUJ-guard private- colleges have been successful in achieving that 
n^aturitv. 

Vol ige^- instituiipps, many community colleges among them, 
may .an vet I a\ i>btaitied that financiaJ maturity measured by huge 
endowmei:;s attd impressive reserves. Tliere is gcnni reason lo hope, 
h<mi*\er. Many of thc^ younger, more aggressive colleges are finding 
that iheir successes are not going unnoticed by benefactors who, in the 
|>a&c^ may have Hmkcd their givii^g to those tntititutioRs with ivy- 
^ covered \%^lis. {nstitatioiis are gearing up deveif^ment efForts to gleaii 
their '*fair shait-'* of gift and gram income from foundations, private 
, donors, and alumni. T4ie rising star at ntany financially immature 
institutions may well be the aggressive development offtcer who can 
open doors U) resources heretofore dosed. 

it getting the res^>urcc^ is not hard enough, institutions had 
also better be prepared todo something with what they gee It has been 
saki that experieiMre is the best teacher, but this does present a 

^ i^nufk^nm^ <.»»lir5$r*. 50 hMi htAik<xsLiir. Jamc^ &^ftii, ^^m' 19^S- 

;ERIC^^ . _ - _ 
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U sson. During die 1 97()s, inilaiicuiancl high inirrcM rates taugfu many 
colU'gcA scnnr valuable lesHons. Sonic look ihoso U ssons with thnn to 
the grave. Fiuiuwnieni anci resenes sitting idle or poorly invested 
vveie lavaged bv dooblc-ciigil inflation. The lesson is a simple oncv An 
endovvnu iu doUai in hand lodav niav not buv a dollar's wotlh of 
enciownunt fu ntin lotnorriiw tndess it is prtuiettily tnanagt^ci. 

C^oiu hed in more positive terms, this lesson teaehes that there* 
is great opportiioitv tor the well-nianageci fund to appre( iate beyond 
\\h pouH <>{ inflation. In ia<t, it ean pro\icie ihv eollegt* with still 
anothei soun e oi nu reasc cl resoiuciA. Ifiis possi{)ilitv sfiouUi be 
uuentive enough ti» masiei a icwgroutui rules oi inscstinent manage- 
meni. 

I hr si/<- <d the numbers notwithstanduig, vwiy insiiuaion 
disc f\<'s matiur iinaiutal managemeiu - nianagem(*nt that takes 
>c luHiNiv Nifwaidship oi the iiuuis in its eharg(\ While {inane iallv 
iu.auie tiisor.iUons can afford lo hire specialists to manage tluir 
asselN. tin \i atf manv other rolleges that nmst relv on tliat i>!d reliable* 
busmess <»lli4 ei tiiU hnn oi her wliat voti will; lor Ic adeishi}) in invest- 
nu ni managenu HI. Sonu wfu re amid tiiosc* pure base* orders, buelget 
pnnlcnits, anci eampus ttaffu tt(l'(*ts. fWere must be help for tfie 
busf n' ss management geneiahst whi n Uv or she nmst wear the inve*st- 
meni nuniagi Ts luit. 

Stating Investment Objet fives 

OtU' of ! he niof e\ahutbh* tools loi the investment manager is a 
do( iuurm iluu wiil r-^ler to as the statenuMH of investment 
o!)ie( nv(*s. AimoM an\ name that uleMuiru sthe doeunient asati invest- 
ment poliev %tcUetnent uiil soffu'e. its ime vahte is not in th<*nanK-, the 
ii ii 1 n. oM % ru du ( M?t^pl<lc^ arc n rat \ e>f tts i ontents. 1 hr iio( imuiu^s 
real vahu* bes n^ ilic mental disc iplitu* re<|uired to pio<hu-e It. ft is the 
process of producing such a statenietu that provides the framework 
for writing this chapter. 

It is appropriate* lo Htitic this consideration of investments to 
those- iiuids 'Ijat we* kttow as eneiowme^nts. Sotiu* definition of terms is 
in eneler. There are thre^e eati^ories of cndenvmcnt funds, each having 
as a commote c b^^rac tef isdr i\\v re'strie tion that the prine'ipal is only 
expeiulabfe imefere ettain e ond'tions. Term endmimcnt funds arc funds 
forwhu !i the donor has siiptilate-d that the prine ipal may !>eexpendee! 
aiti-ra seated perioei or <>n ttic e^ex iirretu e eif a e ertain event- Truenuhnr- 
ment funds are funds reeetved from a donor witli the restriction thai 
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ihv prim ipal ts tun rxpc ruiahlt' in pcTpcttiiiy. A fiuasi-i'ndou mrni is a 
fund that is csiablishcii by the governing hoard io {undiori like an 
enciownuMU fnnd but that may be totally expended at any time at the 
disc retion oi the governing board. (W'elzenbach, 1982). 

V'hiie the print ipal of an enciownient must remain intac t* the 
inc ome (Mrned is available toi use. This princ ipal-ineome disiinetion 
is imponani loihe iiuestor since heor stienutst provide for adequate 
income to satisfv tht* purposes of the funds and hopefully to produce 
siHue increase or appreciation of the principal itself- Whether one 
lujlds to the conventional concept that the endi>wment is a tmst or 
wheiher ihe more* lil)era! vic'vv is takc^n that some of tlie appreciation 
mav be used p!iuic*ntK\ mainienancc* of and appreciation of the 
principal is ct lural. 

In lieginning with the statement of objectives, wc assume thai 
tliMsr invnivrd in ilu* management of investtnetits for the college are 
properlv empowered bv c^xisting law and the required action of the 
govcTfhng !>4>ard. Tvpic ailv, the* business ofllcer will be assisted iti this 
role bv an mvesnnc ni conunittc^c^of ihe board of tmstees. Approval of 
the fhuih/ed suu nu iH o{ (ib|eciiv<^ and guidelines should rest with 
this c onuniftee as a mininuntK It mav bc^ dc^sirabU^ to gci the full 
}>oard\ (^lulorsement, since the invt^sinu^nl anagenunu obj(*ctives 
must complc^ment die goals of th<' college* as a whole. 

A good beginning for ihc^ document is a general goals statc^- 
num. You should refer to the purposes for whicfi ihv funds exist and 
to how du* proper nunagenu'nt of tlu^ funds will enhance the chances 
dial those purposes will contituie to be achieved. This is the place to 
inscTt ih(^ pan about maintenaTueofatui perhaps improvement of the 
hmds' pur( basing power. Bec ause^ the fmal document will be used as 
an assessmt^m tool, ii is ittiponanf to go beyond generalizations. It is 
easv to sav thai the college wants to maximize its long-tenu total 
rennn cm invesinu^nts, bui it is tun as easy to c|uaniify that kind ol 
language with a statement like '*the collegers investment management 
goal is lu earn a cunmlaiive 4 percent annual rcmni above the 
annualized rate of inflation as measured by the Higher Education 
Pric ing index." ThcTc^will be years when such objectives will beeasy to 
lormulate. But. m times of economic uncertainty, such as the 
5%eveiuies, objectives will be nK>re difficult to specify. It is impimant to 
make tiiis document something the college can live with in the long 

Anodu r necc ssatT « lenu^u o( thegeneralgoalsstatemen^lstlie 
colleg^t^S positicm on che amount of risk that is acceptable iti an eflbn 
to fiiaxisni/e return. Can the collegeafford a negative remrn on invest- 
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tiu iu and. iWiK }u>w uhh h in .inv givt-u vcar 5 ptTcciu, 10 pcTcrtU:^ 
\im also need to luctUion tiiat the (olU-gr will have cinrciu income 
m vds to hv nwi from these invested funds. These needs nutst also he 
ijuaniilied, although not speeificaUv in this doauneni. A scatemeni 
su( I) as **fhe tunds are lo he managed sueli ihai sufluieni current 
leuu n IS available to satisfv ihv huclgeted nec*ds irom the funds'* wiil 
he suffu ieuf. I his appro.u h allows die pen eniage «>f income recjuired 
to van f rom hiuigei vear tohucigei vearwitluuii aUering iheohjcH tivc^s 
anci guidelines stateitient (VViiUams. I980L 

f his vearlv assessmeni of huciget neecis sliould not he taken 
hghflv. Perhaps as nuuh as anv single facun, this figure will set the 
tone of ihc colU'geN investmc^nt progranu An c*\ample best explains 
liu' reason. In a tune of apprec iating stoc k markci pric es, the coHege 
drtines Us nc^eds {or endownient ineotni' at 10 percent wlien ii only 
nt'i ds ^ prurni In order to achieve the 10 percent income return, 
tnvcsuiis arc ftnc toe hoose irom a liniitcHi number of high-intcTCSi 
bcnidsand some c ash ecphvalenis. The rc*sult is often forfeiture of ilie 
uppcHtuniU to pariitipate in a stock market that coidci yield sizable 
appreciation lor the hmd f>ut coidd not meet the income rc*c{uir<*- 
ments Anoiiier s^nario can be constructed sticfi that an 
undeu'smnacion oi \hv c ollc-gc-\ needs rc*suhs in too ht tie income to- 
meet ( ut rem tu c tis. The poim is >inipK that ituonte neecis should hv 
\\c\] iinc umenu'd betause of their direct impact upon investment 
snaiegA . 

Stucess IS a relauve tentu and investnu-nt results are no 
i \i c pHcju Suu v a( (ounta!>iliu is otie of the recurring thc^nu^s in this 
vuhnnt*. i\ is nec c ssar\ lo establish some benchmarks against which 
pcrfotmatu v i an be- judgeci. 1 his task can be as simple or as con^plc^x 
as tiu- simanon demanc!s. Use of the Standard and Poors 500 Stock 
Index and the Salomon Brothers Bond Index may he appropriate. 
I hec onsoHdatcii periormatuf rc^(ords<d oihc-r endowment fimdsare 
another possibiUtv. 1 he nu)re sophisticated tools use a measure of ihe 
amount of risk v^kvn for purposes of compansoit. Other funds 
ificor|K>rate rinie weighting and doliar weighting to improve accuracy. 
The lattcT measurcnnenis tend xo be diffiruh to obtain and expensive 
as well Regardh^s of tfic^ approach, the use of some perfomiance 
measure inent devic e is iinponant. 

Investment Restrictions 

After defining the goals for an endowment fund investment 
prcigraou you need to csiablish some boundaries within which the 

9j 
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{Hogtatn tan {><♦ ojM'taicci. I he firi^it such rcsiriction should be the 
deftniiion of the aecepiahie rarige of invc ?iunenu. 

Equities. Equities (ownership rights in other entities) should be 
iiuluded but not wiihoui some funher restriciions. Among these 
restrict inns are: 

L AKc ptable categories Common and preferrcxi stocks 
mav he foregone; c (hk hisions, bul whai about warraiUs^ options, and 
so on.^ 

2. Marketabiiitv— It is good to exclude private placements, 
resiru tc(i sioc ks.and public issues with limited market appeal A statc*- 
mcin restric ting most or all of the fund's hokiings to tliose stocks 
^radeii nn major exchangers may be in order. 

3. Si/v of holdings-- hnestors sliould not be permitted to 
concentrate stock lioldings in one company for at least two reasons, 
hirge holcimgs restrict marketability. Too many shares ex|X)se the 
{unci to pressiires associated with the company's internal manage- 
mern. A resu ic non of hokiings to nc^t more than 5 percent of the 
{und\ asMis in ihe slock cif any one company tnav avoid these 
prnbkins. Dtversifu aiion"^ also recommended among industry 
gnuips widiin the ponioHo. Some maximinn concc*ntratu)n of the 
fund's assets in any one indusiiv group is rec onnnencied* 

4. Soc ial ac ( epiabiiiiv " It mav be appropriaK* to restrict 
iuvesuneni m compaiHcs whose dealit^i^s are inconsistent with the 
moral oi so< ia! positu>ns of the coUcge, C«re should be exerciseci to 
see tluit dus provision does not bc^come apolitical hot potato. With the 
adv<*£ii of ( cmglcuneratc^. it has become very^ difficult to ciiscern who 
owns what kind of business- This can be handk^d with a getierai state- 
mem ihai thedesnc'ol i he governing lK>ard is t<^ hold securities in only 
those rompames w!u)sc* business activities are consistent with the 
state ci moral and soc iai values of the college. The statemen' might be 
cjualilu^l u> allow for itiadvc^rtc^m violations. 

tLxed-Inrome Securiiie^, Fixed-inec^tne securities (loatis to other 
entiiies) mcludc bonds, notes, and so-called cash equivalents. Bonds 
mm be mortgage debentures, subordinaced or municipal. Muntcipai 
bonds serve no useful purpose for endowment funds. Subordinated 
issues sliould be scrutinized verv^ carefully* Prudence dictates that 
bonds purc!)ased ^>e rated highly by a recognized rating service. A 
minimutn "A'' rating would be a reasonable rc*strictioii. 

Casli ec|uivalents itulude United States Treasury bills, 
c e rtific ate s of deposit, comniCTc ial {)aper, and a host of other short- 
term invc^simcnt opportunities includmg diversified money market 
funds { Hagg, 1977). 
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Nou s i!u \u(\v those nf |>i ivau' corporations as well as those of 
ihe I'liHcd Slates Treasurv' and other govenuneni agencies. 

An oven oneeniration of investments in the debt of a single 
issuer IS noi heahliv Some liniitation ^ihould be stated. Such a limita- 
Hon shoulci probably exclude* sec uriiif's of the government. Further 
test ru lions on c as!i-c*c|uivalent invesunen;s ihat are not fully secured, 
or insurc^d sSiould bc» uu luded 

Other Investmimis. 1 raditiofiallv, etuiownu»nt investments have 
been hntiUHi lo those outlined abcne. However, some colleges have 
\entuied intooclier fields, such as iruernational investments and ri*al 
t Slate venture s. While ihc insiituiion mav wish to avoid <hese types of 
itivcMments now, n woidd not hurt to provide for tlu*ir use with the 
resn u non iluu they be usee! only with the prior approval oi th(^ invest- 
ment I onnniuee. 

VViihouf <|iiesnorK the siau^ment of objective's anci guidelines 
should i (Hit.tui ihis wording: 'in nocase isany investn)ent authorized 
that will jc opardi/e the tax-c*\empt stal i!^ of the endowment lund/' 

Assvt Mix 

RcMriction ol the acceptabU^ tvpc^s of investment should be 
{uUowcd wif h sonu^ guuiehnc^ addn^ssing the appropriate nnx of the 
assets invesied As menticHiec! earlier, divcTsifiration is a kev to the 
piotec [icHiof I he fundus assets, lo ensure that thcTe isa l>alanceamong 
nivestnu nis. Mm shotdci defme a desireci rai^ge. This range is usually 
elated as a jH-rceniagc* t)i \hv total finui\ assets. Caution should be 
e\er< ised so that the nec cssaiT Oc^xibility to move from one form of 
nuestnu fU to another is not muiiUv hinderc^ci. This is espec iallv true if 
a profeNsional mvestmeni manager is employed. Presenting a 
manager s\ n\) a veiA resiric tcni assd mix would U* Hkc^ emploving an 
anhiU t* to d< sign a buihiing and ilu'n presc^nting hiui 01 iu^r with 
flonj planv and an elevation drawing. 

On the otiier hand, U tlie investing ts done "in he use" or if 
specialized invotment managers (equity or fixed inconu- cmiy) a/e 
tt fained, tnon scringetu asset tnix limitations mav !)e in order. In the 
UiU'i instanci , the asset mix wiU determinc^ how nuich of tlte total 
c^ndownu ni tuners assets will be put at the disposal ot eac h manager. 

Investment SetAtcc s 

It IS bevofui the scope of this c hapter to discuss tiie employ- 
ment of prole ssiona! investsnent managcTs. However, if the invest- 
ment policv statc^ment is to be (cimpU^t<\ it must deal with the 
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|tn%sihi{uv dial siu h sri Vic unghl he mainccL FunluT, the state- 
nteut shouUi esiabU.sh the- iranu*vvc>rk for a working rc^laciunship with 
a!iv snvc Htnieiu managers employech Such a fratnwork should: * 

• Identify thee ollege employee who will be theliaisonwiththe 
uiveMntent nianagerlusually this will be the business ofTicer) 

• Grant .^he investment manager full disc retionaiy authority to 
tradt^ seiuiiMt's within ihv litnits oi the guidelines 

• Spei itv reporting mjuirements, bcuh die loruents and the 
irec|uency 

• Clarifv the cjuestion of brokerage placement. About the last 
, of these functions, sve should note that the colU*ge may retain 

t!u right to iiesignate ihv broket^age firm to be used. This 
"soft money** is a good wav to compensate brokers who may 
lend assistance in the establishment of an itivestment 
pmgram. Remember, hc^w^ever, that this practice can limit 
the inve stment manager when heorsheseeksthebest^price, 
(onnnission rate, or service. 
Fmallv, it should be recogni/c^d that the investment policy 
statc*nu^nt should not !>e c ast in cone rete. As the college's investment 
prcjgram matttres. chatiges in the* cioc ument will be needed. Such 
c hanges should only be made with the knowledge and consem^of the 
group that iniiiallv approved it. 

While every eiemeiu of a good investment policy statement is 
wn inc huiecf here, the idea of fomializing your colU*ge's investment 
plan is a good one. The ciisciplinc required will help clarify' the 
iiirec uoti your program will take anci eliminate many of the pitfalls. 
H<^pc*f tUiv, the lessons learned wit! not be those taught by experience. 
Hie exam vvUl come s(>on enougli^ 
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Projesstorml dn dopment of the fmandal administrator in 
public policy analysis is a small cast to pay for improved 
capacity in strategic managemenL 



Emerging Issues in Public 
Policy and Financial 
Administration 

Richard L Alfred 



Financial administrators in community colleges are <iivided between 
strategic and operational management and the realization that 
resource allocation decisions are only as good as th^* strategy upon 
which decisions of this type are based. Administrators hope that the 
application of new information to financial decisions through tech- 
niques such as environmental scanning, program review, and zero- 
kised budgeting will solve looming revenue and expenditure 
problems. However, strategic management often breaks down when 
problems of time, training, afid limited resources drive the costs of 
involvement beyond the benefits. Active involvement in strategic 
management is further constrained by policies and regulations of 
federal and state agencies that command increasing time and 
attention on the pan of financial administrators. The result is a 
fendenc\^ for decision makers to become accustomed to, if not 
comfonable with, an operational view of management. 

This chapter will advance the argument that financial adminis- 
trators in community colleges muse be cognizant of trends in public 
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poiky ai ihv tt cicraK smv, and Unal levels if the financial strateg>' 
guiding the flow of resources to programs and services is to l>e 
effective. New mechanisms are constantly being sought to address 
poHcs issues tliat have a direct impact on the financial condition of 
connnunity colleges. Ihese policy issues transcend business and 
accounting practices commonly used to develop and maintain the 
operating btidget. They strike at the veiy heart of the college— its 
programs, it?» relationships with revenue sources, and its responsive- 
ness to changing constituency needs and expectations. To build 
sound fiscal strateg\% f uiancial oflicers will need to develop answers to 
the following questions, all of w^hich involve an understanding of 
pul)lic policv: What is the future mission and program/serv^ice mix of 
the connnunity college in a period of rapid change in demography, 
technology, and economic conditions? What evidence can be derived 
from examination oftrendsand conditions in American social institu- 
tiotis ihe fannly, economy, governnumt, and education— that may 
provide insiglus into programmatic emphases in tomorrow's 
conniumitv ((>lU*ge? What is the relationship between public p);icy 
c«)ndicions ami institutional strategic decisions, and how does this 
relationship shape financial stratt^gv? What programmatic alterna- 
tives can fhuuu ial decision nuikers pursue to position community 
colleges favorably for a chatiging public policy agenda in the late 
eighties? 

Theconcc pts presented in this chapter are predicated oii three 
assiunptions. First, comnumity colk^es are adaptive institutions 
requiring considerable slack in organi/,ational structure and resources 
to provide comprehensive services to external constituencies. In the 
absence of slack, institutional growth will be constrained as the focus 
of managenjent shifts from ^'development" to ''maintenance/' 
Second, organizational complexity in community colleges will 
ccintinue to grow as will effons to redefine the institutional mission, 
p!ogram/set"\ice mix, ami financial base in response to changing 
external conditions. Third, pressure for new growth in enrollments 
and resources will mount among community college administrators 
and trustees as issues associated with decline— reduction, realloca- 
tion, and retrenchment— rommand increasitig attention among 
groups inside and outsidt* of the college. Although external 
conditions may dictate reduction, fiscal stability is still the expected 
norm; otdv continued growth and development will britigsatisfaciion 
M> administraiors. Stated more sitnply, although the conditions 
affecting commutiity colleges will change dramatically in the 
remainder of the decade, what is expected of financ ial administrators 
will remain tlu' same. 
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Paradoxes^ Public Policy, and Institutional Positioning 

During the past two ciccadcs, community colleges have 
!)ecofne more diverse in the mission, programs, and services they 
provide as pan of a strategy to increase enrollments and thereby to 
secure additional resources to serv^e t*ven more students. The mission 
and programs of the college have cotne uncier increasing scmtiny by a 
number of constituencies who argue that the college is attempting to 
serve too many pur{)oses and too many factions. This perception has 
signaled a new focus for public policy, shifting the emphasis from 
comprehensiveness to singularity in purpose, from quantity to 
(|Uality, and from access to success. Implicit in this'shift is a series of 
paradoxes that administrators in community colleges need to address 
if the\^ are to align the programmatic and revenue base of the institu- 
tion wiih emerging policy conditions. These paradoxes are the 
following: 

• Institutional commitment to open access, yet inadequate 
siaie and local resources to fund low- or no-cost tuition 
policies 

• The effort to expanci the institutional mission to include 
delivery of specialized services to multiple interest groups, 
yet mounting pressure from state agencies lo constrict the 
mission to '*core'* educational activities 

• Tlie current status of the associate degree as a credential for 
access to technical and paraprofessional jobs, yet transition 
in the^ lai)or market that could diminish the value of the 
degree in favor of educational preparation provided through 
alternative degteb programs 

• rhe historical cuevelopment of community colleges as quick- 
response, growth-oriented institutions maintaining 
adec^uate discretionarv income for new program 
dc*velopmetu, yet current revenue/expenditure ratios tiiat 
prohibit growth and innovation 

• The requirement for institutional renewal posed by 
acKancing technology and changing economic conditions, 
\ct escalating costs for maintenance — energy, computing, 
libraries, and renovation of facilities— that could consume 
the full amount of resources available for renewal. 

The* capacity of institutions to address these paradoxes 
succc*ssful!v depends, in part, on administrative undei^itandingof the 
relatiotiship between public po!ic>' and institutional positiotiing. 
Institutional positioning can be viewed as the interrelationship of 
institutional characteristics and public policy conditions to achieve 
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tlu* itptinuun (on^pifiiivt* posinon for the college. Known^ for exam- 
ple, is the fact tliat eoniinunity eollc^ges are positioned for enrollment 
growth in periods of economic recession and technological change, 
since they ser\'e a large adult population requiring continuous 
training and retraining to remain abreast of changing labor market 
needs. Unknown, however, is the capacity of community colleges to 
adjust to changing family stmctures, economic conditions, and tech- 
nology in a postindustrial economy. Administrators have only just 
begun to apply environmental scanning techniques to the decision 
process. They experience difficulty in distinguishing cause-and -effect 
relationsliips in the absence of baseline infonnation about the impact 
of the* environinent on the institution. Failure to understand the 
linkage among institutional characteristics, environmental 
conditions, and the public policy initiatives of government agencies 
c an lead to poor decisions regarding institutional positioning altema- 
rives an<l to overcotifidence about revenue estimates for new and 
continuing operations. 

Emerging Public Policy Conditions 

We can vit^' public policy as a two-dimensional constmct 
comprised of: (I) nnficedent conditions (economic and financicj 
conditions, social attitudes, demographic transition, changing tech- 
nolog\\ and so on) that impact complex organizations and (2) initia- 
tiirs advanced by government agencies to maximize, alleviate, or 
counteract the effects of antecedent conditions. We then need to ask 
cjuestions aboul the impact of public policy on financial administra- 
tion. How do changing public policy conditions impact the flow of 
resources to connnimitv colleges from state and local sources? What 
are the antecedents to policy^ fc:>nnation in state and local government 
agencies? What steps can community college financial administrators 
take to position the institution favorably for resource acquisi^ ^ in a 
period of changing public policy? 

Answers to these questions can be formulated, in pan, through 
analvsis of public policy conditions that may coalesce to shape 
fmancial stratc*g\^ for community colleges in the late eighties. 
Following are fourtc^en conditions that will require the attention of 
financial adtTiinistrators between 1985 and 1990: 

I. Changing Economic Conditions. The United States economy is 
undergoing a iundanu*ntal restmcturtng evident in trends such as the 
transition to a global economy, unusual wage restraints, improving 
produc tivity, and the application of sophisticated, labor-saving tech- 
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n(>l<»g\- u> jobs. Pressing issiu s rcniaisi to bv addressed by the Reagan 
Administration that could adversely impact community college 
budgets through disruption of the flow of federal revenues to the 
states. Inc luded among these issues are the federal budget dehcit, the 
itnport/export imbalatue, tax refomi, the weakened international 
competitive position, economic recovery based on total consumption 
in contrast to corporate investtnent, and increasing dotnestic 
spending requirements. To reduce the budget deficit, the federal 
government will move to reduce aid and tax benefits to the states using 
a ret cndy completed Department of Treasury study showing the fiscal 
condition of the states to be stronger than that of the federal govern- 
ment. Proposals will be made to reduce federal funds for housing, 
health, and employment programs. The states will beforced to takeon 
greater resp()nsibilit\' for administration of more programs. 

In ihf face f>f diminished federal aid for domestic programs, 
new spending requirements for improvement of K-I2 education, 
social services for elderly and economically disadvantaged citizens, 
road and bridge repairs, modification and expansion of prison 
facilities, modernization of state hospitals, and expansion of water 
p«>lUuion control facilities over the next five years, what will be the 
priority of state funding for community college education? 

i. Oeimtitutionalization of Human Services. Human service 
organizations will respond to federal cutbacks and rising competition 
for state funds through deinstitutionalization strategies— the lowering 
of fixeti costs for operations tlirough reduction of the number of 
clients .served. Restric tive admissions and early release programs are 
deinstitutionalization strategies typically employed by state prisons 
M\A hospitals to produce cost savings and evidence of negative 
impacts associated with a shonfall in operating resources. At issue will 
be the ability of connnunity colleges to ^ >duce evidence of iiripac^^s 
that can compete favorably with those dociunented by human sei\'ice 
organizations in states experiencing resource decline. 

}. Centralhation of Dedmn Making in State Agencies. The 
connection between declining resources, patterns of financial deci- 
sion making, and public policy are just now beginning to be studied 
bv resean hers. The condition of state-level resource austerity in 
duc-es c hange in financial decision making in community colleges by 
affec ting the location, number, and distribution of power among 
attors involved in decisions. In the future, trustcx-s and adminis- 
trators will experience- (oruiniied erosion of authoritv to make 
financial aiui programmatic decisions as state agencies, using modern 
inionnation processing and retric-val technologv', expand their 
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connol owv it»tiuiuuii«y io\U%v {tnancc. Acivaiucci stratt-git-s for 
centralized decision making will be developed to improve efficiency 
in the alltuation and expenditure of resources. Policy initiatives will he 
advanced bv government officials to reinforce centralized decision 
making as a method for resource conservation in state and local 
economies faciiig cutbacks. 

Problems 'vill mount for romnnmity college administrators as 
gatekeepers, c|ueues, attd Hltcred n\essages are used with jncreasing 
regularity by state agencies to control communication. These actions 
will increase tlu-vt>lumec>fcommunirationsbc-tween cciUege adminis- 
trators and agencA offu ials, thus producing an infomiation overload 
that will add to the complexity of the job of the finajuial adminis- 
trator. 

■i. Economic Differentiation. A consec^uence of the changing 
jhstrilnuioi! of population and capital resources among the states will 
l)e the diiieremiation of financial conditions for conmmnity college 
edu< aiion As the fedetal government moves to constrict the flow of 
revenue aiui iax benefits to state and local governments, the states will 
iiiiensiiv eionomic devclopmetu effons to attract private-sex tor 
r<-vemu-. Competition will ensue, and federal regulation may be 
nec essarv to ensure parity among the states. From the standpoint of 
public polic v. if will be necessary to examine the flow of revenue 
betwt-eii the federal governmetu and the states and to determine the 
tvpes of legislatio!! and spending initiatives that might be adopted by 
the {ederal governnient lo improve the economic condition of 
ittipovc-rished states. 

Communitv colleges in states with a recent historv- of popula- 
tion giowth. industrial development, and increased federal spending 
may experience variation in revenue growth rates as government 
agen< ies move to alleviate the disruptive effects of difTerennal growth 
thr(»ugh etpialization of spending. Revemie budgets characterized by 
<iouble digit growth in the shon temi may change to no-growth 
budgets in the long term as a result of shifts m federal spending 
pri«)riiies. Similarly, colleges in depressed slates subjected to a 
<ondiu{)n of piolonged resource austerity may experience revenue 
growth as a restdt of increased dosnestic spencling. Polic-y initiatives 
promoted bv lawmakers representing the spe< ial ittterests of str-f'> 
experie ncing difTc-rential economic growth will have an important 
impac t on (omnnusity college revenue budgets (Alfred, 1983). 

^. Future Change in (kn>emment Spending Prioritiei. Recent 
studies have shown that the pc-rc entage of the United States popula- 
tion living at or below the poverty level to be 15.2 percent- the worst 
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since 1964. Siudic s have also sSumn ihat c hild tnainuirition is on the 
rise in mmhern industrial cities, in part as a usuh of federal spc nding 
c utbacks in the 1981 Reagan Omnibus Budget Reconciliation Act, 

Poverty will become a significant public poHcv' issue in the late 
eighties. It will becoitu* a foais for resource allocation as government 
agencies target money for spec ial-puq>ose programs to meet the 
needs of ci^senfranc hisc^ci groups, which, if nc^glected, could lead to 
social umc'si. At issue will be the capacity of connnunity colleges, 
through thvir program/service mix, to take advantage of this shift in 
s|H»nding priorities in the late eighties (United States Conference of 
Roman Catholic Bishops, 1984). 

6. Changing Focus on Qtiolity, Changing govc^rnmeni spending 
priorities in the late eighties leading to a renewed focus on domestic 
issues will alter the focus on equality in community college education. 
Access will once again become an nnponant issue for two-year 
colleges to address the c flanging learning requirements of a popula- 
ticm inc reasingly divided into **havc*s'* and '*have-nots'* by income, 
occ upaiional status, and economic mobility. Fmstration experienced 
by disaffc-c ted groups holding low-income jobs in a technological 
economy could residi in new or expanded programs for job 
deveh^pment, job retrainitig, and adaptation to lechnolog^^ Faced 
with lunvst hteled by frustration, federal and state agencies will etn- 
plov financ ial incentives to encourage community^ colleges to relax 
acimissions and retention standards in associate degree programs. 
Kducation for low-income and displaced workers will beconie 
inc rc^asitiglv itn|K)rtant asa method toprovideopponunitvfor expan- 
sion of pcTsonal income through training in tcchnok>g\% Community 
colk^ges with slack in their organisational stmcture will be able to 
acc|uite significant new resources from government agencies in the 
late* eighties if administrators are attunc^d to pu!)lic poHc) issues in a 
postindustria! economy, 

7, Demograf?hk lyamition. The age distribution and family 
structure in American society is undergoing change By 1995, an 
incrc^asing p<Tcentage of citizens will be represented in the fifty-five 
and older age gioup comparted to their current representation. 
Com urrc^nt with this trend vvill be tlu'cmcTgcntce of the single-parent 
fattnly as a prominent force in society. Betwc-en 1970 and 1980, the 
munber of c hildren from zero to eightt*en vears of age raised in single- 
parent families inc reased from 8.8 millicm to 12.2 million. In ihv 
dec ade 1^)80-1990, approximatc^Iv M) pcTcc^nt of the children iti the 
zero to eighteen age group will l)e raised in the single-parc^nt familv at 
some point in this age iniersal. 
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While srcinitiglv intuHUou?^ afi a siatistic to community 
c oHrge?i, demographic data of this type have powerful implications for 
patterns of studetit choice and federal financial aid polic\\ Children 
"Hished through'' adolescence by adults seeking to replace a missing 
partner mav attempt to makc^ up for lost years of adolescence through 
college select fon. The residential four-year colk^ge affords extensive 
opportimiticN for peer iruerac tioti. If tnarketed carefully for appeal to 
rtxent high school graduate?* reared in single-paretu families, four- 
vear colleges could increase their market share of high school 
graduates directly at the expense of community colleges, 

8, Changing Structure of the Ijabor Market. The rapid application 
of technolog\ to the labor market has led to the resimcturing of 
manidac turing, ser\'ice, and technologv^ industries, Contradictor\* 
inlonnat ion is available documenting the growth and declitie of these 
cu e iipaiional sec tors over the next decade. However, assumptionscan 
be nude regarding the general direction^ of growth. Growth is 
expec ted in serv ice occupations where a large proportion of the jobs 
will be loiaied, high-tec hnolog\^ occupations in which a sniall 
proportion ol jobs will be located, and low-technoiOg\^ occupations, 
Declitu* is aniicipateci in the proponion of manufacturing jobs, . 

For conununilv colleges, change in the structure of the labor 
marki^t can be eittier positive or negative depending on the program 
mix and fixed costs of the institution. Colleges with high fixed costs 
and a manufacturing-centered program mix in a service rc^gion 
undergoing signifuaru growth \n sc*rvice and high-teihnolog) jobs 
will expcTience decline in revenues utdess significant ne\^^ resources 
are found for program devc^lopmcMU, staff training, and ec|uipnumt 
accjuisiticm What sir^iegies can academic and iinancial adminis- 
trators en) ploy to renew academic programs in the context of 
changing labor market condition,.? 

9, Qtieationahte Value of ike A^sodate Degree. In a la!K)r market 
marked bv cimtiging c^ducalional requirements associated with 
change in technology and the stmcture of jobs, important questions 
looni as lothevalueofihcassociatedt^ree, Doc^sthedegree constitute 
overedu< ation lor service occupations, with the advantage gainc^d by 
propric tan itistituiiot^s offering tionaccreditc^d, shon-tenn courses? 
Does the degrcx' constitute ujuiereducation for tec hnological occupa- 
tions, sMih the advantage gainc*d by universities ofiering tech- 
nological course s ai flu* baccalaureate clegree k*vel? What is the value- 
of ilu* associate degre e in a c hanging labor market? Can associate 
dc^rc^c programs l>e used to develop generic job skills for application 
to multiple tci hnolc/gic s? Doc*s the future ol conmumity < oik ges in a 
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changing Ulnn utaikci ivsi with rcstrtuturcci a^ssociatc degree 
programs that suaesMuUy merge liberal ans and let hmcal training? 
Will the* dirci tion ofthe future be realized in course ofTerings varial)Ie 
in length and lc>c ,^tion that respond to the sihort-tenn training needs of 
new and displac ed workers? What steps will be taken by adminis- 
trators to restructure the assoriate degree to preserve institutiofial 
vitality in a c hanging lal)or market? 

10. Dhnded Pubfic Perceptions of Community College Education. 
Public opinion polFs recently conducted in several states (Michigan, 
California, and Arizona) revc^al positive perceptions of community 
college c-duc ation for reasons of ioWcost, ac cessibility, and programs 
relevam u> ciii/en needs (Doucette, 1982; Michigan State Depan- 
ment of Education, 1984). Public understandings of the transfer, 
occupational and remedial functions is well established, but confu- 
sion r{ igns wiih respect to understanding ofthe community college 
role* bt'vof d ihc'sc functions. The college is not view^ed as the "sole 
provid<*r** of sc^r\ ices for any one educational function, but as one 
provide r in a lu ld of many providers. Public suppon for community 
c oliege echu ation rxpresseci in operating dollars may be **solt'' when 
tied to ••gcnt rah/t'ci positive perceptions" of institutional role and 
'iutrd" when ncd to recognition of ***ole provider** status in the 
de!ivc*r% of c^dm ational services. Viewcxi in the context of financial 
matiageitirnt, is it possible thai state agencies will place the emphasis 
on credit hearing "core*" programs in the design of finance formulas? 
Will thc v be- reliuiant to stippon institutions heavilv vested in 
none re»<iit programs se*r\'ittg narrowly defined constituenc ies instead 
<>i broad population groups? 

//. Incomplete Imtitutionaliiation. Qitestions lootii among 
funding decision makcTs (state le^gislatures and coe>rdinating boards) 
as to the- nature and c^xtetu ofthe educatiotial benefits produced by 
cxnnnunntv e olleges. Is thr colle^ge primarily a '^cemriiti** organiza- 
tion providing re^cogni/ed be-nefits (fi>r example, ciegree-s, cenificaies, 
and trans{e ral>!e credits) to full-time sttidents with traditional c^duca- 
tionai goals, or is it a **c|uick-fix*' organi7,aticw serving increasing 
numluTs of pan-time students with limited educational goals yob 
rt training, pe rsotud dcAc^lopment, cultural enrichment, and so on)? 
InstituUons moving lovvarci eon^pIcHe institutionalixation expe:*rience 
a full e^xchange of resource s (motuy ami educational benefits) with 
funding se iviccs; there is litde or iu>ce)nfusion about the benefits pro- 
du( <'d bv ihv (olk'ge. For siate agewies responsible for eommunitv 
college appropriati«>n dec isions, institutionalization would be com- 
plete when the- educational benefits (degrees and certificates) pro- 
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ducrd hvihc collcgtappn^xiinalca Icvc'I csiablishcd ihmugh ncgcnia- 
lion with agency onkiak. 

12. Lo$s of Uniqueness. Suc c ess in resource procurenieiu lead.^ 
lo emulation and, eventually^ to conipetiiion among institutions. 
Connnunii V c €>llege U!nc|ueness in t he form of low student costs, open 
access, comprehensive program/sc^rvice mix, and quick response to 
e^inerging neecis has become a dimension of the past. Nonunionizcxi 
private colleges and proprietarv institutions with simplistic organiza- 
tional structures can respond c|uickly to emerging nc*eds. Public four- 
vear colleges can c {>mpete c fiectively with two-year collc*ges for enroll- 
nient through sophisticatcxi technologies K-12 sc hool districts can 
ofiei ahernanvc% low cost k*arning paths for aciuh studenr^ through 
incremeiual resources available via state agencies. Is h possible that 
conununitv collegers have achieved a conciition of optimum enroU- 
mem, and are now on the ciownward slope of the growth curve? 

/ I. Knowledge and Capital Obsolescence, Rapid advances in tech- 
nolog\ lead to obsolescence of knowledge among faculty in technic al 
disc iplines as well as to obsolescence of c*quipment in instn:ctional 
programs. Cofnnumity college administrators confronted with 
pressing probltnns relatcti to changing tec hnical skill recjuirements in 
Inisine^s and industr\,'aging faculty, and obsolete capital resource's 
face a moiunnental task of insiiiuiional renewal, if twc>-yc*ar colkge 
instructional prograttis are perc cnved as bcnug marginal in quality due 
to substandard knowledge atid technical skills imparted to stucients. 
wh.ai will be the* in^>ac! on financial decisions macie f>y state and 
fedcTal agenc ies? Ol)solescetH e of knowlecige and capitalequipment 
can bi'conu* a deterrent to institutional inmge dcAclopmcnn with 
external const imcnu ies in the absence of careful planning by faculty 
and adminisirafors. 

It Organizatbnal Malaise. Conununitv college faculty and 
adminisfrators confronted with currc^m problems of opiinuun enroll- 
nieiH and declining resources couki experience malaise if careful 
effotis are not made toward institutional renewal. A resource-rich 
institution has unliniited freedom to make ck*cisions about programs 
an<i an opc n growth curve with untapped cUentek\s. It will function 
difkrcnilv than an instituiii)n that has the opposite growth proflkv 
Tlie more a conununity college is \n conflict with its major funding 
sources and the more it depc^ncison thcnn for achievement of its goals* 
the more resources it will allocate to communicating w^ith the: 
funding sources. 

The que stion to be asked by ftnanc ial admifiistrators is: Wliat is 
ihv impac I of organi/.aiional malaise on institutional produc tivity and 
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what adverse |)ui>!i< polify iniiiatives might emerge to improve 
productivity.* In theabsetueof motivated fat ttUy incerested in 
teac hing and learning and of imaginative administrators etigagcci in 
novel approaiht's to problem solving, no communitv college can 
h(ipe to itifluetue public polity favorably. The conimunitv college 
that seeks to shape the course of public policy iti the future tnust func- 
tion as a produc tive institution c apable of elic iting the suppon and 
eiuhusiasm of its tnembers for new and coutituitng ventures. 

Positioning Community Colleges for the Future 

VVhat are the intplications of these public poliev conditions for 
financial administration in community colleges in tlic late eighties.^ 
f tifonnaticxn al)out policy issues in the external environment applied 
tn the dc vrlnpnunt and control of the operating budget is the process 
Uti positioinng ilu- college A-ith funding soutcesand student markets. 
VVlu-n tnfui nsationaljout policT conditions is segitietual or inac c urate, 
the posiiifni of the institution with revenue sourcc-s and student 
markets is tcnipcTed. Infonnation mfluences the position of the 
uistnuiion iti the- c|uc-st for students and resourcfs. 

Basc-d on tlie policy issues ideiuifled itv this chanter, 
connniuutv (olleges with a comprehensive program/service inix 
mainusin a number of positioning alternati%rs that can be implc- 
ntentc-d to improve rc-source acquisition in differc-nt public- policy 
contexts. Tlu- kev positioning alternatives are those- of: the (ttifnsi 
organi/atiofj, provicfmgan unchanging core of traditional programs 
and sc-ivicc-s to a broadly defined population; ihtr adapt n e organiza- 
tion, providittg a c hanging array of custcmnzed programs and srr\ ic e8 
to tiarrowiv defnieci constituencies; and the symhiolK organization 
provicimg a carefully ciefitu-d ntix of programs and seivic es \n direct 
cooperation with pid>lic - and private-sector organizations in the 
communuv . 

Thecc-iunsi organization has the advantage of communicating 
with a concise institutional image to the public based on commonly 
ttnderstood func tion-v that are theliallmark of community college 
education. These functions inclucie transfer preparation, Occupa- 
t!t)fial cdiuation. and ic-nic-diation. As a positioning alteniatise, the 
centrist organization probabiy functions best in a pid>jic policy 
tomevt niaiked bv rc-lativc* stability in the lalxjr market, steady 
economic growth, and consfanc y in t lie value of t fie associate degree. 
Itdlueiuc" for i[)e centrist organization in resource acc|uisition is 
predicated oti ihe abilitvof faculty uui administrators to demon.straie 
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fttuifiu pfiionnatuf ir. th<" pfodutfioti of cckuational ht-nefits 
itU-grcfs and ceni{katcs) that arc saliu-d by grneral st-gincnts of the 
population bccuise of historical prtstigc asnigiicd to the benefits. 

Aiiaptise or^;>iii/atio«s arc those that fiuKtionbcst in a public 
policy (otitext niarked by (iynainic change in economic conditions, 
d« nu>g^iaphic trends, teciniolog)-, and social needs. This positioning 
alternative is predicated on organizational characteristics of flexibility 
in the decision sysu-in, disiixnionaiv incotne for program 
drvcloptnent, and visionary management focused on suategic 
planning. Administrators in colleges with these characteri.stics are 
able lo obtain and numage infonnation about public polic-y 
'(onditions that enable the institution to acquire resources through 
<{uu k response to emerging needs. Presidents md deans use their 
knowletlge of etnei^ing industry needs and labor market conditions. 
!or t xampU , to develop new courses and curricula, to allocate and 
ri aliotate resources, atid to develop itiarketing literature and field 
f oinac !s to siiape the attitudes of key corporate decision makers. The 
atiaptivc organi/ation is a constantly changing organization that will 
ac<pnre tx sources on the basis of its ability to gauge accurately the 
dncction and vclcx itv ol so< ial < bange. 

The syn)biotic organization draws power and resources 
through tlu- relationships it builds with public- and private-sector 
organizations m the service region. Linkages established with 
business and mdustr\- in the development and marketing of technieal 
prtjgtams, placement of graduates, design of facilities, training of 
facuhv. antl accjtasition of equipment add to the stature of the in.^titu- 
tion hot!) in the resources it applies to instruction and the image it 
presents to the contituuiitv. As a posiiiojting alternative, symbiosis 
< an be applieti successfully in a tuunber of different public policy 
( untt'xts. U . benefits wouUl be nu)si c learly realized, however, in the 
lontexi of resourc e sc arc itv when conipetitive programs and services 
oifered bv four-year colleges blur and diifuse the image presented by 
communitv colleges to funding sources and student markets. Using 
the financial, technical and political resources of connnunity 
iuganizations, two-vear colleges can: (I) enhance their appeal to 
Mudent markets through provision of up-to-date technical programs 
reilec iiiig a direct linkage of education and work and (2) stabilize or 
improve (he- acc|uir,ition of revenue from funding sources through 
polnu al leverage applied to elected officials. Sysnbiotic relaticmships 
lidp (onmmnitv colleges <-stablish unicjueness and visibility for 
a< adettuc prograsns. They also provide the college with a channel of 
nifiuence to policy makers and funding decisicm makers. 
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Conclusion 

When financial officers have developed the capacity to merge 
strategic and operational dimensions of fmancial management, when 
they apply analytical skills to the interj>retation of public policy 
conditions, and when they understand the linkage between policy 
conditions and institutional positioning alternatives, there may be 
little netn! for application of specialised management systems within 
the coIU^e. Obviously, such an institution is healthy. But under the 
prevaihng conditions of change in the context for public policy and 
the skill ret|uirements for financial administration, community 
college leaders stiould be careful not to confuse institutional survival 
w ith health. Professional development of the financial administrator 
in public policy analysis is a small cost to pay for improved capacity in 
strategic man.igemcni. 
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challenges of rapid techrwlogkal dejelopments, a 
changing economy, increasing competition, and a crisis in 
identity are fi)rcing community ccUege kaders to develop 
new competencies and adaptive strategies. 



Strengthening Financial 
Management: An Agenda 
for the Future 

Dale F, Campbell 



The first two sections of this volume focused on the perceived shift in 
the role of the community college chief business officer from that of 
principally budget controller to that of an equal partner in an 
entrepreneurial team. If such a shift is occurring, not everyone will 
greet it with enthusiasm. As with any change, many will resist, others 
will resign or be urged to retire, while others will eagerly learn the new 
competencies necessary to master their respective roles. In Chapter 
Nine, Richard L. Alfred called for the professional development of 
business officials in one such competency —public policy analysis. 
Professionalizing the management team was found to be one of the 
successful strategies in turning around declining colleges (ChalTee, 
1984). Such initiatives have one primary objective— to improve deci- 
sion making at the institution. Two principal means are available to 
achieve this end; (1) leadership development and (2) research. This 
chapter examines these two means and proposes an agenda for future 
development to strengthen financial management of the nation's 
community, technical, and junior colleges. 
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Leadership 

Challenges of rapid technological developments, a changing 
n t>notny, increasing competition, and a crisis in identity are forcing 
c{)nnnunity college leaders to develop new competencies and adap- 
tive strategies. The Nonh Carolina Community College Presidents' 
Leadership Institute, conducted in 1983-84, was designed to help 
chief executives face th<-se challenges. It focused on the areas of 
human resource development, resource development and marketing, 
curriculum structure, and creative leadership and governance. Plans 
are underwav to conduct similar renewal programs designed for 
tmddle-level managers (Campbell, I9S5). The American Association 
of Community and Junior Colleges (AACJC) (1985) Pitblic Policy 
Agenda adopted by the board of directors states that "today 
tonnnunifv college leaders must be competent in more than one 
s|H-tiahy Thcv must be business officers, academic officers, and 
planning officers" (p. 50). 

Furthering professional development opponunities is one of 
the goals of the National Council of Community College Business 
Officials (NCCCBO). NCCCBO has been instrumental in sponsor- 
ing progranjs not only relevant to its membership but also programs 
that foster the understanding of each faculty and staff member's 
respective role, responsibilities, and challenges. One such program 
was titled "How to Phase Out a Program; Implications for Academic 
and Fiscal Affairs," conducted at the annual AACJC convention 
where priority was given to institutional teams of chief academic 
and chief business officers as workshop participants. Similar joint 
programs will help foster coUegiality and the development of institu- 
tional entrepreneurial teams. 

If entrepreneurial teams arc to be effective, consideration 
slu>uld be given to designing special professional developn^nit 
institutes in team building, conflict resolution, goal setting, and so on 
for the entire top administrative or ma agemcnt council of an institu- 
tion. Institutional planning retreats can be vety effective, where an 
outs de consultant is {)rought in to lead the planning session. Con- 
sider how nmcli more could be gained in carefully planning intense 
renewal programs with up to six institutions participating in an 
in.stiiute! The Office of Professional Services of the American Associa- 
tion of Comnumity and Junior Colleges is urged to work with the 
appropriate- affiliate (ouncils%if the association to develop such a 
prograiti for its kcv executive leadership trainir^g %vorkshop scries. 

Dale Parnell (1984), president of AACJC and chief national 
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Hpokt'spcrson oi ihv movement, sums up our challenge best in stating 
that, "if we fail to develop leaders with the competencies to not only 
sc^ our new frontiers but deal with them effectively, I think %ve're 
going to . . stall in the ability to serve the needs of our citizens as 
lifelong learners/' OpponuiUties to forge the development of an 
efTmive entrenreneunal team merit funher planning and field 
testing. 

Research 

**Almost every anicle written on connnuniry college research 
bt*gins with a reference to the fact that there is only limited research 
available. Once more in thi^ case/' states Wattenbarger (1985). *The 
same may be said: There is some, but not nearly enough, research 
relating to the mission of the community college and how it is 
financed" (p.64). In recognition of this faa, the National Council oj^ 
Comnnmity College Business OfBcials this past year established the 
NCCCBO Fellow Award to provide financial suppon for research 
related to community college finance and administrative services. 
This volume is in pan an effort to establish linkages ^nd build upon 
the excellent research conduaed by the National Center for Higher 
Education Management Systems (NCHEMS). The Chafiee (1984) 
study on turnaround strategies for private colleges experiencing 
decline is an example of this research, 

Lawrence { 1 984) has pointed out that the Chaffee findings may 
be panicularly relevant for community colleges but that they call for 
further rese^arch to validate the results. The Depanment of Adult and 
Communiiy College Education (ACCE) at North Carolina State 
University, headquarters of the National Council of Communitv 
College Business Officials, has undenaken a series of research pmjects 
related to organizational adaptation. This researrh builds on the 
NCHEMS studies to determine their applicability to community 
colleges. 

Additional research is needed on the changing stmcture, func- 
tion, and roles of the community college top management team and 
its chief business ofTicer Comnmnity college organizations have in 
some instances changed dramatically from the governance patterns 
Richardson, Blocker, and Bender (1972) first wrote of over a decade 
ago. Taylor and Anderson (1985), speaking of the recent establish- 
ment of developnient offices in the community colleges, state that 
these institutional stmctures are now being patterned more closely 
after private colleges* To what extent might research on financing 
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private colleges l)e a window lo the future for public community 
colleges? 

Calver*s ( 1 984) research on the role and functions of the chief 
business officer merits extension. Chapter Eleven concludes this 
volume by examining the apparent emergence in the literature of the 
entrepreneurial team. To what extent does this exist and how 
applicable is the shift to other institutions? 

The American Association of Community and Junior Colleges 
is looking to its affiliate councils as one mechanism to identify and 
research trends and issues and to assist in implementing its public 
policy initiatives. The AACJC board has asked that the National 
Council of Community College Business Officials lay the foundation 
for a position paper on equity in community college funding in state 
and federal allocations and other programs. As Wattenbarger (1985) 
staled, it will be crucial to attach any such initiative to college mission. 

Alternate Strategies 

Even the most successful of entrepreneurs attain a scak of 
diminishing returns unless the incentive system changes. For exam- 
ple, despite enrollment shifts nationwide to more pan-time noncredit 
continuing education students, funding formulas continue to favor 
credit curriculum programs. What are the intended and unintended 
outcomes of these fommlas? Leslie (1984) writes of the effons to 
respond to the new realities in funding, as does Brinkman's (1984) 
research at NCHEMS on the effects of the fourth decade of fomiula 
budgeting. 

NCCCBO is beginning a pilot public policy analysis study to 
examine the alternate funding measures that states experiencing 
decline have explored to ensure the quality of their program offerings. 
The hope is that any resulting models will be tested nationwide in 
collaboration with other centers for research. These findings should 
be panicularly useful in helping states now experiencingor projecting 
such declines to improve their decision making. 

M uch remains to be done as we continue to strive to strengthen 
tiie fitianciai management and resulting service to the learners served 
by the nation's community, technical, and junior colleges. 
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Materials abstratlfd from rtxmt additiam to the 
Educaitonal Resources Information Center (ERIC) 
system provide further information on community college 
financial management. 



Sources and Information: 

Financial Management at 
the Community College 

Jim Palmer 
Diane Zivemer 



Until thr publication of this sourcebook, college business officials 
have received very' little attention in the community college litera- 
lure. Of the thousands of documents processed by the ERIC 
Clearinghouse for Junior Colleges since 1966^ fewer than twenty deal 
directly with these imjwrtani members of the administrative team. 

The fiscal problems of the 1970s and 19S0s, however, have 
prompted many authoi^ to focus their attention on money manage- 
ment, fund raising, financial planning^ and other aspects of college 
adminisirauon thai campus business officials have quitdy handled for 
years. This chapter— based on a search of EKlC's Resources in Education 
and Current Index to Journals in Education --kvicms^s a selection of these 
w^ritings. 

Functions of the Business Officer 

LeCroy (1984) is one of the fen authors to consider the 
multifaceted skills needed by today*s campus business officer. 
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Though the taIciusoldu*sc()nk ialsaicc)fu-n buried under stereotypic 
images, LeC my points out that they must stay in louc h with signifii am 
educational trends, have the ability to plan, understand the meaning 
of productivity, and communicate effectively with administrators, 
fac iihy, anci ihv pubhc. The need for these skills is home out by recent 
documents that examine the problem of financial management at 
two-year collegia. 

Purchasing. The complex nature of college purchasing manage- 
ment is illustrated bv Beuhner { 198 !), who details a study conducted 
bv management at the San Diego Community College District 
(California) to asse is thecost-effectivenessof the reprographic serv ices 
utili/ed by district offices. Data were collected to ( I ) identify the types 
and quantity of intetpal repro|,raphic services currently being 
provided by the district, (2) identify the types of serv ices for which the 
disfrid was rontrac ting with outside printers, (3} provide an inventorv 
of reprographic ecfuipment in the district, (4) evaluate the cost- 
effei riveness of reprographic expenditures, and (5) identify more cost- 
effective ahcrnaiives. The study's methodology^ included interxiews 
with all reproduction supervisors and with various instmctors and 
administrators. In addition, the researchers reviwed in-house 
production work, analyzed contracting techniques and costs, and 
made cost comparisons with otlier local educational agencies. The 
studv revealed that the district's use of reprographic services vtas not 
cost effec tive: Mac hines were not used to full capacity, equipment 
operators lacked kncHvk*dge of eflmive use of machines, fonns were 
not standardized, and outside vendors were being used wlien in- 
house fac iliiies could have been used more cheaply. A reorganization 
of the dictrict's reprographic services was recommended. 

More receiniy, college managet s have focused attention on the 
purchase and acquisition of computer systc^ms. Miami-Dade 
Connnmuty Collide (Florida) has establishecii procedures for the 
purc hase of microcomputer programs and equipment to suppon 
tnstmctional and administrative functions, file procedures require 
college clepanments to justify purchase requests and to verify that 
there arc* no alternative methocis of perfonning the functions of the 
proposed computer or computer system (CAUSE, 1983), Additi6nal 
infonnarion on the planning and procuremetit of computers and 
infonnation systems is provided by Conrad atid Bender { 1 983) and bv 
the Virginia State Depanment of Community Colleges (1981). 

Bookstorr and fm?d Sennee ManagemenL Stumph ( 1 982) revicnvs 
factors that college business officers should consider in detemrining 
whether the insiitution should manage its own bookstore and food 
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stnitf ojHT.uiotjN lather rhan leasing them to contraa operators. 
While seif-opcraiion may provide subsstantial returns under the right 
conditions, the author notes that contractors can provide school 
business officials with professional managetnent, a predictable 
return, a gooti cash flow, and escape fmm accounting, personnel, and 
management burdens. In addition, contractors enjoy certain 
advaf itages over self-operators, including the ability to take advantage 
of quantity buying, to take risks on impulse merchandise, and to take 
advantage of new trends in merchandising and administration. 

Other authors discussing college retailing operations include 
Max<»n and Bryant { 1 977), who detail the layout and operation of the 
bookstore at Priiue Get)rgc's Comnumity Colk^e (Maryland); Miller 
( 1 982), w ho reviews the computerized operations at the bookstore at 
DeAnza Connnunity College (California); and Rushing (1980), who 
tiiscusses the centralized administration of bookstores at a 
multiiainpus college in Texas. 

Budgeting. The annual budgeting cycle generates the ebb and 
flow of the business officers' workload. While accurate budgeting 
!>ased on tinu-ly information is essential to efficient resource alloca- 
tion an{i to institutional planning, college business officers are often 
limited to the budgeting procedures mandated by state authorities. 

Elkins (1982) stresses the imponance of integrating the 
planjttng and budgeting procedures and describes the integration of 
these two tasks at Cedar Valley College (Texas). The author notes that 
"t he entire budget and platming package is completed and filed by the 
end i>i March for the fiscal year beginning the next September 1" (p. 
24) and that all units are given a bottom-line budget figure in the 
preceding fall with which to begin the planning process. The require- 
menis for such a budgeting process include accurate funding 
projections for the upcoming year, and Elkins maintains that such 
projections can be derived wuh a minimum of difficulty from state, 
kxal, and federal data sources. 

Kozitza (1982) examinees budgeting as an allocation problem 
and details an equity allocation model for multicampus districts 
and/or large colU^e divisions. Using the model, a study group 
comprisetl of representatives from the college and the connnunity 
ih'st determines the key factors (such as average daily attendance) that 
affect the need for a spetific resource or expenditure objea. Then, 
each of the factors is weighted by individual study group members 
and the percentage weight of each factor for each expenditure object is 
averaged. Next, the specific allocation units foreach campus or facility 
are cietermined and then convened into dollar amounts. Finally, each 
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4 anipiu <H iUiii 11 1 visvs a uhaI allocaiion rcprrst^nting the same total 
of ail ex|x»ndiiure object allocations. Ko/,it/a*5i model provides fonhc 
panieipaiion of various college consiitueiicies in the budgeting 
process. Administrators at other colleges have found such 
paiticipatoty decision making to be politically expedient when 
Intcigets are fVo/en or reduced. (See, for example, Compton 
Connnunity College, 1 98 1 ). 

Of course, collide budgeting is largely governt^i bv state 
rt^gulations. The Illinois Community Ci>llt^e Board (1980) has 
tic^vc^lopcxl a itiaiuial for college business ofiicers that provides a 
uniform system for accounting, budgeting, auditing, anci reporting. 
Among other things, the manual sets foiih definitions for major 
accoitnts and funds anci specifies the limitations that are imj>osed on 
each. In aiidition, the manual discusses the role and responsibilitiesof 
inte rnal auiiiiors as well rs mechanisms for internal fmancial control. 
Sitnilar accounting guidelines in California are describeci by the 
Yosemiie Community College District (1983). 

Stale guidelines can simplify the budgeting process, but they 
MHuetitnes du not nu^et ihv budgeting ncvcis of all institutions. A task 
force in Colorado, for c^xample, found that the state's formula 
Inidgeting guidelines did notadciress adec{uately the sttiall economies 
of scale that are characteristic of colleges. The task force 
rcronunc»tuleci several formula changers (Colorado State Board for 
Conununity Colleges and Occupational Education, 1978). 

Managing Retrenchment 

The l>usiness officer^s mettle is put to a severe test when he or 
slu^ manages retrenchmem rather than growth. In hard economic 
times, the businc^ss ofTu er fu*cds more than bookkeeping skills; she or 
lu* nc c*<!s to work with administration m devetopitig a strong college 
identitv, setting priorities on the basis of that identity, allocating 
resources on the basis of those priorities, and communicating the 
benefits of the itistitution to the public and to fundittg agencies 
{ I^twretu «\ 1 984). Several documents illustrate the complex naftre of 
the reirenc hment probk»m. 

Sheldon (1983) maintains that reduced funding necc*ssarily 
fc^rces college managc^rs to make decisions regarding which courses 
and programs to eliminate, which students to disenfranchise educa- 
tionally, and the priorities that sfiould be assigned to courses. Thtts, 
managing retrenc hment is largely a matu r of infonnation gathc^ring 
and assessment; data are nt cck^d on the* rc*lative valueof courses or 
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|>i c^granis lu I hr { unniuinii y, tht' 1 (istJi c>! these € ciurscH and 
mil thcavailabiittyoisiniilarinstriKiion clsewherein ihecomnjunity. 
She UitHi sirci^ses thai deiisiions about which courses and programs to 
i ui shouUi he itiade with the aid of those who are best positioned tb 
make those ciensions— that is, the facult\\ administrators, and 
tnistcrs of individual colleges, rather than state-Ievel adminis- 
trators, 

Lowe (1983) cU^cTibes the operation of this decision-making 
process at Foothiil College (Califoniia). For each institutioiial' 
progranu criteria for detemiining effectiveness, revenue efficiency, 
and cemrahty to the college mission are specified and weighted. An 
ex ahiaiion committee is fomied and programs are selected for review. 
Data are coUecteci, a quanile score is assigned by the committee for 
each criterion, and scores are nmhipHed by the weight faciorassigtied 
for each c riierion. During 1981-82, when the college experienced 
sevcTc budget tuts, six of the ten lowest-ranked programs were 
elinunati^I from the college's curriculum. 

It IS easy lo see. then, thai busint*ss officers and other financial 
managers ai tlie college nt»ed to understand the integration of educa- 
lional planning and institutional bucfgeting. Casey (1982) etnphasizes 
that allocation dec isions made in the face of budget cuts can d rasticaliy 
dhvT the course of a college. Depending on the severity of the cuts, 
management responses can be as mild as a slight reduction of services 
on a proponional basis across programs or as harsh as cutbacks in 
wlu)le c ati^oric^ of programs and, coticottiitantly, the refonnulation 
of th<* college nussion. Additional infonnation on procedures useci to 
manage retrenc lnnent at the institutional level are provided by Clagett 
(1981), Murphy (1983), and Nichols and Stewart (1983). 



Private Financial Support 

In rc^sponse to fiscal exigency, t.iany rwo-yvar institutions have 
estabhsf^ed college development offices and have begun to augment 
bucigets with private donations, Wactenbarger (1975) argues that the 
responsibilities of the college development offtcer require that he or 
she have more than a km^wledgeoffund-raisingtechniquc**; a*si^urces 
n^ust be cieveloped with college gcrals in mind, and the development 
c/i/u er rtmst be a professional educator with an understanding of the 
total college* program, Behrendt (1984) maintains that fund raising 
should bt tfie responsibility of fu>ne other than the college president. 
The president, Behrendt argues, should establish and maintain ties 
with |x>tential donors; the colk^ge developntent ofTtcer, on the other 
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hand, ^fioulci act as a logisitcal |>rrM>n who arranges meetings and 
manages ihe papemork of direct mailing, deferrt^ci giving, and other 
tt*thnical aspects of the fund-raising efTon. Fund raising is no longer 
an auxiliar\^ management task. 

Seeking the Support of AiumnL As community colleges become 
older and their graduates more numerous, alumni associations are 
taking on larger niles in institutional suppon. These organizations, 
discusscti by Kopecek ( 1 980) and by McCracken and others ( 1 980), are 
valuable sources oi alternative funds and can aid the college in 
developing political support, fostering positive public opinion toward 
the college, ret anting new students, and kxating pott*ntial donors. 
The authors mcEUioned above discuss several factors that should be 
considered when organizing an ofBce of alumni affairs. First, 
connnimity collt^ge :itudent& don't often identify with a particular class 
vear. T?u^refore, ii may be necessary to fomi special- interest groups 
forahunniofindividual vocational programs or for alunuii who, while 
students, participated in colU*ge theater, athletics, or student govern- 
ment. Second, eac h colU^ge needs to detemiine who is an alumnus; 
one cc»!lege, for exaitiplr, defitied an alumnus as anyone who had 
completed four or more courses. Third, the colU*ge should assign a 
staff person to alumni affairs, make funds available, and establish an 
alumni newsletter. Finally, these efforts should be undertaken with 
the reali/at ion that succi*ss depends on the degree to which the alumni 
assoc iation ser\'es the interest of its members. While soliciting the 
support of alutnni, for example, colleges shouUi provide fomier 
stucients with opponunities for involvement in campus activities and 
offer coniinual services in the areas of placement, lifelong learning, 
and job retraining. 

Corporate Funding. Coiporate funding has become an 
important resource for many colleges. Milligan (1982), for example, 
desc ribes the success of Monroe Community College (New York} in 
si*t*king financial suppon from local industries that benefit from the 
coltege's vocational programs. Most of the collegers efFons involved 
the solicitation of funds for specific purposes such as special 
programs, equipment, trainingactivities, or financial aid for students* 
Milligan notes that most fund raising in the past has arisen from 
spontaneous, unplanned contact with the business world. The fund- 
raising program at Monroe Community College, on the other hand, 
represetiis a relatively new attempt at planned solicitation of corporate 
donations. Additional infomiation on corporate suppon is provided 
by Ballard il98!), who describes the success of Delta College 
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(Mixsissipp-) in aurat ung the attention and suppon of local corpora- 
tions through the college's radio station. 

Coilege Foundations. Some community colleges have 
established foundations that promote and facilitate corporate, 
alumni, and other private funding, '^opecck (1982-1983) points out 
dial a foundation "is incorporated under appropriate state law in such 
a manner as to qualify for federal tax-exempt status" (p. 12). Thus, 
donations to the foundation are tax deductible, while donations to the 
public college are not. Monies donated to the foundation can go 
toward special scholarships, sophisticated equipment, daycare 
centers for students* children, and other projects not provided for in 
the public budget. 

Steps in the development of a foundatipn are described by 
Olivanti (1983) in his discussion of the foundarion at Michigan's 
Kalama/oc) Valley Conmmnity College (KVCC). The college first had 
its attonuy draw up articles of incorporation and bylaws. Sub.sequent 
steps itu ludcd (1) securing tax-exempt status for the foundation, (2) 
securing a (haritable solicitation license from the Michigan State 
Attorney Geneial, (S) putting together information for prospective 
donors, (4) invt)lving trustees in selecting foundation board members, 
and (5) determining a fund-raising strategy. KVCC determined that 
deferred giving, rather than solicitation of small cash donations, 
would Ik- the major emphasis of its fund-raising strategy. 

Of {t)urse, steps in the development of a foundation will vary 
from state to state. But the rewards can be great. Olivanti notes that 
KVCC used the fund generated by its fotindation to develop 
conununity services and continuing education activities. These ai-eas 
had hcvn paniculariy hard hit by cuts in public support. Additional 
infontjation on community college foundations is provided by 
Davidson and Wise (1982), who discuss the role of foundations and 
other f und-raising tactics in college institutional development, and by 
DufTy ( 1 980). who examines the characteristics of successful founda- 
tions. 

Revmue Dwerstficatmn. One approach to alternative funding is 
revenue- diversification. This approach, discussed by Brightman 
(1982) and Scigliano (1980), involves the college 'in commercial 
activities that are undertaken specifically to suppon educational 
programs and sen ices. Such for-profit ventures include food catering, 
retailing (at the bookstore, for example), leasing campus facilities, and 
granting toruessions. Brightman stresses that colleges seeking to 
diversify revenue sources should (1) take advantage of the physical 
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assftst!u-% poJ^stNN. (2) ictfUtifytiifrcTcnt areas of retail sales on campus 
(Inwkstore. phoiocopy machines, and so on). (3) recruit cxfx-ns to 
ativtseOn legal and Imsiness matters, (4) engage the help of small- 
business associations, ( 5) obtain appmval from the board of trustees, 
and {(i) estal)lish a connnittee to oversee the diversification effort. 

Both Brightman and Scigliatu) focus on problems that need to 
he overcotne in pursuing a revenue diversification plan. Foremost of 
these are the perceptions that for-profit ventures are inappropriate, 
that most of the money gained will be lost in taxes, and that attention 
t(» revenue diversification matterswilldilutethecoUege's mission. The 
iegitimat V of such ventures is assured, Sciglia.io maintains, as long as 
the\ arc approved by the hoard oftmsteesand "are consistent with the 
basic educational mission of the college— either tied to a program 
interest (tc hnology or business), a function (Hbrar)}, or a need lor a 
sn vut (c aleteria or bookstore)" (p. 10). 

GranHmamhip. Rude {i9'79) points out that comniunity 
(<»ll<-ges lakt in disproponionatrly small percentages of the grant 
tjiotuv awaid<<l io institutions of higher education. This problem, h*- 
argues, ts largely due to the fact that connnunity college faculty, imlike 
then <olleagues at four-year colleges and universities, are not 
providc-d witli inceiuives to initiate and fund individual research 
ptcjec ts. Community college professionals, then, arc just beginning 
to learn about the graiusmatiship procc^ss. 

lo facilitate this learning, Hellwcg (1980) urges each 
conmunntv college to establish its ciwn grants ofiue. The office 
\h< ,tld: x\ ) maintain a libran' of periodicals and other materials on 
hutding agenc it's and proposal preparation; (2) develop a campus 
"hindabilitv" profile tliat identifies grants for which the college and 
iiuiividua! instructors can apply; (3) assist faculty in the proposal 
deve lopment pnness; and (4) maintain a liaison between the college 
and huidujg agent ies. Bartkovich ( 1 98 5 ) describes how college library 
pt rsonnel t an assist the gratusmanslnp center by providing faculty 
and stafi with instruaion on the identification and use of reference 
materials that provide inft)nnation on funding sources. 

Planning the Future 

As Alfred points out in Chapter Nine, college financial 
managi is need to shifi their attentit)n from day-to-day operations to 
strategu planning. 1 he iinptmafu e of a future-oriented approach to 
financ sat management is underscored by the large number of authors 
wlu> havt t xanum d strategic planning at the ccnnmunity college. In 
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an earlier volume- in the* Nnr Diredtons for Community Colleges series. 
Palmer ( 198S) revie^^ed fony-J^ven documeius on strategic planning 
that were entered into the ERIC data base in die early 1980s. 
Additional articles in that Neu.^ Directions volume discuss the 
components and methods of strategic management (Myran, 198S); 
the effm of external agencies, businesses, and associations on the 
college's future (Gollattscheck, 1983); the strategic elements of an 
instutional plan (GrofT, 1983); the signs of organizational growth and 
maturity (Lorenzo, 1 983); and the role of the chief executive officer in 
strategic staff development (Amies and 0*Banion, 1983). 

Recent Literature on Strat^k Management. Since the publication 
of the above-mentioned New Dmrtions volume, several documents 
have been added to the ERIC collection on strategic management. In 
the most comprehensive of these documents, Manens(1982) provides 
a framework for determining whether the planning and control 
systems used by New York commimit>' colleges could be made more 
efftxtive by applying management technologies used in the private 
sector. She rc*views and compares the state of the art in strategic 
planning at profit-making business organizations, nonprofit 
organi/aiions, community colk*ges, and o*^ -^r institutions of higher 
education. Based on this analysis and on u view of laws and regula- 
tio?is governing the use of stragetic planning and management control 
in the Nc^^* York community colleges, she concludes with tentative 
recommendations for planning reform. 

Models of strategic planning in California are presented in a 
document published jointly by the California Community CoUeges, 
the Western Association of Schools and Colleges, and the Accrediting 
Connnission for Community and Junior CoHeges {Models of Strategic 
PlauNiNg . . . , 1983). 1*he document first provides an overview of 
current challenges to academic majiagemeni and strategic planning 
an<l then describes the strategic planning projects at four California 
c<Hnnuunty colleges or dist* *s: San Francisco Community College 
Distria, Long Beach City c <ege, Riverside City College, and the 
Yoseniite Community College District. Each case repon presents a 
brief characterization of the planning projea; information on 
organi/.aiional structures, premises, assumptions, and procedures; a 
hisfor\' of the pmject; and a general commentary. Fhe monograph 
concludes with a discussion of the unique and common 
characteristics of th<' projects. 

Using Pianning Data. How do colleges organize and use the 
information gathered in strategic planning? Several documents 
synthesize planning data and discuss their implications. Bannister 
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and Grcenhill (n»8:4), {or example, marshal socioeconomic data 
coUecied by the British Columbia Institute of Technolog}^ (BCIT) to 
draw conclusions regarding the demand for postsecondary educa- 
livm in the institute's service distria^ the future demand for BCIT 
graduate?^ in ihe labor market* the curricular changes that will be 
iteeded in response to advancing technology in the workplace, and the 
ncvd for new sources of funding in the wake of fiscal cutbacks. In 
another analysis, Coffey (1984) examines how the Califomi-^ 
community colleges, and the Los Rios Community College District ai 
particTilar, are affected by such external forces as the aging popula- 
tion, high minority enrollments, limits on governmental spending, 
state regulation^, the trend toward centralisation, and enrollment- 
driven fundmg formulas. Similar studies of the impaa of 
socioeconomic and political changes on colleges are presented by 
Donneilv and others (1983), who present a master plan for Central 
Ohio Technical College; by Fisher (1984), who speculates on the fu- 
cure of Modesto Junior College (California); by Gonzales and Keyser 
(1984), who desc ribe strategic planning at Linn-Benton Community 
College (Oregon); and by the Alamo Community College District 
(1983), which analyzes ihe challenges that will confront the district in 
the areas of curricular change, financial suppon, and space and 
facilities planning. 

These and other documents on strategic planning underscore 
thc^ cf)mple\ity of the tasks faced by today's college managers. As 
Ellison (1982) points out, strategic management involves the genera- 
tion and implementation of strategies for the investment of institu- 
tional resources in activities aimed at promoting organizational 
growth. Its } asic elements include environmental analysis and 
forecast of conditions relevant to the institution; an internal resource 
audit; and the fomiulation, solution, and implementation of 
strati^gies arid objectises. Since planning and budgeting are so tightly 
interwoven in this strategic management process, the college business 
office is a key tnetiiber of the institution's administrative team,. 

Where to Find Items in the Reference List 

The iteitis listed in the following section represent a sample of 
the documents and journal anicles in the ERIC data base that 
c \aminc connnunity college governance. The items marked with an 
*T.D'* number can be ordered through the ERIC Document 
Reproduction Serv ice (EDRS) in Alexandria, Virginia, or obtained on 
microfiche at over 650 libraries across the country. Items not marked 
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wuh an "ED" imrnlH-i an- journal anicics; they are not available on 
niicronchc or through EDRS and nmst be obtained through regular 
hbrary- channels. For an EDRS order fonn and/or a list of the libraries 
in your state that have ERIC microftche collections, please contaa the 
ERIC Clearinghouse for Junior Colleges, 8 US Math*Sciences 
Building, UCLA, Los Angeles, California 90024. 
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